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Allgust 22,2003 

SOUTH DAKOTA PUBLIC 
UTILITIES COMMlSSlO 

Re: Application for Certificate of A~thority 

Dear Mr. Bullard: 

Enclosed for filing on behalf of IDT, Corp. ("IDT") are an original and ten (10) 
copies of IDT's application for a Certificate of A~~tl~ori ty to provide facilities-based and 
resold local exchange telecoininunications sesvice in the State of South Dakota. IDT 
previously received authority to provide intrastate interexchange telecommumications 
service in Docket TC00-168 (January 12, 2001). Also enclosed, please find a check for 
$250.00 made payable to the South Dakota Public Utilities Commission, to cover the 
Commission's filing fee. 

Please date-stamp the enclosed extra copy of this letter and return it in the self- 
addsessed, stamped envelope provided herein. 

Should you have any questions concerning this filing, please do not hesitate to 
contact me at (973) 438-4854. 

Respectfidly submitted, . 

Carl Wolf Billek 
IDT America, Coi-p. 



BEFORE THE 
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 

Application of 

IDT AMERICA, CORP. 

For a Certificate of Authority to ) Docket No. 

Provide Facilities-based and Resold Local ) 
Exchange Telecoinmunications Services 

Within the State of South Dakota 
) 
) 

PETITION FOR CERTIFICATE OF AUTHORITY 

IDT America, Corp. ("IDT" or "Petitioner"), by its undersigned counsel, hereby s~lbmits 
its Petition for a Certificate of A~~thority to provide facilities-based and resold local exchange 
telecon11nunications services pursuant to Section 20:10:32:03 et seq. of the South Dakota 
Administrative Code. 

In support tllereof, IDT provides the following infomation: 

1. The legal name of the Petitioner is IDT America, Corp. IDT maintains its 
principal place of business at: 

IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 I 
Telephone: (973) 438-1000 
Facsimile: (973) 438-1455 
Carl.Billelc@,corp.idt.net 

Applicant is a New Jersey corporation. 

2. Applicant's Officers and Directors are as follows: 

Officers 

Howard Jonas, Chief Executive Officer and Treasurer 
James A. Courter, President 
Joyce J. Mason, Secretary 
Stephen R. Brown, Chief Financial Officer 
Doug Mauro, Senior Vice President 



Directors 

Howard Jonas, Chairman 
James A. Coui-ter 
Marc Knoller 

All of the above are located at: 

520 Broad Street 
Newark, New Jersey 071 02-3 1 1 1 

3. Applicant will provide local exchange service under the name IDT America, 
C0l-p. 

4a. Applicant does not maintain an office in South Dakota. The name and address of 
Applicant's registered agent is: 

CT Corporation System 
319 So~zth Coteau Street 
Pierre, So~zth Dakota 575 0 1 
Telephone: (605) 224-5826 

4b. IDT is a wholly owned subsidiary of IDT Domestic Telecom, Inc. IDT Domestic 
Telecom, Inc., a Delaware corporation, is a wholly owned s~zbsidiary of IDT 
Telecom, Inc. IDT Telecom, Inc., a Delaware corporation, is a wholly owned 
subsidiary of IDT Corporation, a Delaware corporation that is publicly traded on 
the New York Stock Exchange. Mr. Howard Jonas is the only individual or entity 
that holds more than 20% of IDT Corporation. 

4c. Applicant is a New Jersey corporation. It was incorporated on June 24, 1994. A 
copy of IDT's Certificate of Incorporation is attached hereto as Exhibit 1. 

4d. IDT's Certificate of Qualification to Transact Business in S o ~ ~ t h  Dakota is 
attached hereto as Exhibit 2. 

5. IDT has provided intrastate, interexchange toll service in South Dakota since 
2001. Applicant and/or its parent and affiliates have provided telecornm~mications 
services since approximately 1990. Applicant's parent, IDT Corporation, holds a 
Section 214 liceiwe from the Federal Communications Commission, dated IDT- 
214-19970303-00132 (March 12,1997). 

6. Applicant is an affiliate of Eiitrix Telecom, Inc., Winstar Communications, LLC, 
Winstar Holdings, LLC, Winstar Government Solutions, Winstar Equipment, 
LLC, Winstar Specti-um, LLC and IDT Advanced Communication Services, LLC. 
Applicant is a s~zbsidiary of IDT Domestic Telecom, Inc., IDT Telecom, Inc. and 



IDT Corporation. All of the aforementioned entities are located at: 

1 la. 

1 lb. 

520 Broad Street 
Newark, New Jersey 07 102-3 1 1 I 

Applicant intends to serve small business customers and residential customers. 

Applicant intends to provide service via unbundled network elements and resale 
within three months of the Commission's approval of Applicant's Application, 
Interconnection Agreement and Tariff. 

Applicant intends to provide service via the unb~uldled network element platform 
of the incumbent local exchange carrier. 

IDT sees a~lthority to provide competitive local exchange service. 

Applicant seeks a~lthority to provide service statewide, except for those areas 
deemed "rural" and those areas of the state that are not open to competition. 

An overview of Applicant's management is provided at Exhibit 3. 

Applicant presently maintains Customer Service Staff in the United States (in 
multiple time zones) and abroad. Applicant is aware of the Customer Service 
requirements of the Commission and its Staff is eq~lipped to act in accordance 
with those req~lirements, just as it has as a certificated interexchange service 
provider. Applicant will contract with established, licensed, experienced entities 
to provide facility and equipment maintenance, to the degree such maintenance is 
necessary. 

Applicant will provide its s~~bscribers with access to emergency services such as 
911 or enhanced 911, operator services, interexchange services, directory 
assistance and telecomm~~nications relay services by contracting qualified entities, 
such as the incumbent local exchange carrier, to provide such services. 

A copy of the most recent financial statement of Applicant's parent, IDT 
Corporation, is provided at Exhibit 4. 

Applicant is not a p~b l i c  corporation, however, its parent, IDT Corporation is a 
public company. A copy of IDT Corporation's most recent Annual Report is 
enclosed at Exhibit 5. 

Presently, IDT intends to interconnect with Qwest Communications International, 
Inc. IDT may seek to interconnect with additional local exchange service 
providers as market conditions warrant. 

Applicant intends to opt in to an existing interconnection agreement with Qwest. 



Applicant is presently reviewing available agreements and intends to opt into an 
agreement within one month of the Commission's grant of this Application. 

12c. Applicant has not s~lbmitted a req~lest for interconnection to any local exchange 
carrier as of the date of this Application. 

13. Beca~lse Applicant has not yet entered into an interconnection agreement, it 
requests a waiver of the requirement to submit a Tariff for its local exchange 
services with this Application. Applicant req~lests permission to file its Tariff at a 
later date. Applicant understands that, even upon the grant of this Application, it 
may not offer local exchange ~mtil the Commission approves its Tariff. 

14. Because Applicant seeks a waiver of 20:10:32:03(13) of the South Dakota 
Administrative Code, it accordingly seeks a waiver of 20:10:32:03(14) of the 
South Dakota Administrative Code as well. 

15. Applicant intends to market its local exchange services primarily through print, 
television and radio. Applicant does not intend to engage in multilevel 
marketing. Applicant has not yet produced any company brochures to assist in 
the sale of its local exchange services. 

16. Applicant does not seek authority to provide local exchange service in the service 
area of a nlral telephone company. 

Applicant is registered to provide intrastate, interexchange service in all fifty (50) 
states. Applicant is also registered to provide local exchange service in the 
following states: Alabama, Califonlia, Colorado, Delaware, District of Columbia, 
Florida, Georgia, Illinois, Indiana, Kentucky, Maine, Maryland, Massachusetts, 
Michigan, Nevada, New Hampshire, New Jersey, New York, North Carolina, 
Pennsylvania, Rhode Island, So~lth Carolina, Texas, Vermont, Virginia, 
Washington, West Virginia and Wisconsin. Applicant is in good standing in all 
states. 

18. Questions regarding regulatory matters, including this Application, should be 
addressed to: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Col-p. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-4854 (Telephone) 
(973) 438-1455 (Facsimile) 
Carl.Billek@,corp.idt.net (Email) 

Questions regarding consumer complaints should be addressed to: 



Anthony Acevedo, Customer Service Specialist 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-4827 (Telephone) 
(973) 43 8- 1455 (Facsimile) 
Anthony.Acevedo@,coi~.idt.net (Email) 

19. Applicant will bill its s~lbscribers directly. Applicant will not use a third party for 
billing. 

20. Applicant's procedures to solicit and secure the a~lthorization of customers that 
switch their service provider to IDT are fully compliant with all applicable federal 
and state laws. It is Applicant's belief that continued adherence to applicable 
rules shall ensure continued compliance. 

For the most recent six-month period for which such information is available, IDT 
reported 60 occasions of unauthorized switching of a customer's 
teleco~mnunications provider and no instances of charging customers for services 
that have not been ordered. While IDT considers even one instance of 
una~ltl~orized switching of a customer's telecommunications provider to be one 
too many, IDT considers this number, when compared against its total number of 
s~lbscribers (approximately 600,000, or one-one hundredth of one percent) to 
demonstrate the effectiveness of its procedures. Moreover, this number was 
considerably higher than the previous period - 25 - due problems incurred as a 
result of IDT switching its ~lnderlying service provider. These problems have 
been resolved and will not be present in IDT's local exchange service. Applicant 
has never been fined or otherwise sanctioned by a regulatory agency for an 
uma~~thorized switching of a customer's telecommunications provider. 

22. For the reasons stated above in (13) and (14), Applicant req~lests a waiver of 
20: 10:32:03(13) and (14) of the South Dakota Administrative Code. 

23. Applicant's Federal Tax Number is 22-3312697. 

24. Applicant will provide any additional information upon the request of the 
Commission. 



WHEREFORE, IDT America, Corp. requests that the South Dakota Public Utilities 
Commission grant the requested authority to provide facilities-based and resold local exchange 
telecommunications services in the State of South Dakota. 

Respectfully submitted, w 
Carl Wolf Billek 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 071 02-3 1 1 1 
Telephone: (973) 438-4854 
Facsimile: (973) 438-1455 

Dated: Aulgust 22, 2003 
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EXHIBIT 1 - CERTIFICATE OF INCORPORATION 



STATE OF AEWJERSEY 
DEPARTMENT OF TREASURY 

FIZJNG CERTIFICATION (CERTIFIED COPY) 

1, the Treasurer of the St& of New jersey, 
do hereby certify, that the above named business 
didfile and remrd in this department the below 
listed document(s) and thnt theforegoing is a 
true copy ofthe 
certificate of incorporation 
as the same is takenfrom and compared with fhc 
original(s)jiled in this @ce on the date set 
forth on each instmmmt and now remaining onfile 
and of record in my ofice. 

lN TESTMONY WHEREOF, 1 lmve 
hereunto set my h n d  and 

at Tmton ,  this 

13fh day of October, 2000 

Roland M Mnchold 
Treasurer 



Sent By: HP Lase rJe t  3100; Oct-31-00 12:47PM; Page 314 

Daborah Sonam, 3220 A~lingtOn Avenue, RivBidale, NY 10463 

iroyce a. nason, 170 W. 23Ld Street, Neu Y ~ r k ,  WY 10011 c 

corporation or its oharsholdero ror Qamages for 

braaoh of any duty nuad to tbe adrparation or it6 

ahareholdere; rruept t h a t  t h i m  p$wieion shall not 

relieve r director from liability for any brsaoh o t  

duty baaed upon an aot or mieeiqn (a) i n  breach of 

subtr peraonls duty of loyalty to:!ths oorparation or 

i t 8  shareholders, (b) not in good fa i th  or involving 

a knwing violation 00 law or (c) resulting in 

receipt by ouch person of an improper personal 

banefi t .  

IH WIzblgBP UXPREOP, rha undersigned incorporator has hereunto 

~ubscrPbeU h i a  name airs 2fth da C 

?' 

rator 



EXHIBIT 2 - CERTIFICATE TO TRANSACT BUSINESS IN SOUTH DAKOTA 



OFFICE OF THE SECRETARY OF STATE 

CERTIFICATE OF AUTHORITY 

I, JOYCE HAZELTINE,  S e c r e t a r y  o f  S t a t e  o f  t h e  S t a t e  
o f  S o u t h  D a k o t a ,  h e r e b y  c e r t i f y  t h a t  t h e  A p p l i c a t i o n  f o r  
a  C . e r t i f i c a t e  o f  A u t h o r i t y  o f  I D T  AMERICA, CORP. ( N J )  t o  
t r a n s a c t  b u s i n e s s  i n  t h i s  s t a t e  d u l y  s i g n e d  a n d  v e r i f i e d  
p u r s u a n t  t o  t h e  p r o v i s i o n s  o f  t h e  S o u t h  D a k o t a  
C o r p o r a t i o n  A c t , s ,  h a v e  b e e n  r e c e i v e d  i n  t h i s  o f f i c e  a n d  
a r e  f o u n d  t o  c o n f o r m .  t o  l a w .  

ACCORDINGLY a n d  b y  v i r t u e  o f  t h e  a u t h o r i t y  v e s t e d  i n  
me by l a w ,  I h e r e b y  i s s u e  t h i s  C e r t i f i c a t e  o f  A u t h o r i t y  
a n d  a t t a c h  h e r e t o  a  d u p l i c a t e  o f  t h e  a p p l i c a t i o n  t o  
t r a n s a c t  b u s i n e s s  i n  t h i s  s t a t e  u n d e r  t h e  name o f  I D T  
AMERICA, CORP. 

I N  TESTIMONY WHEREOF, I h a v e  
h e r e u n t o  s e t  my h a n d  and  - a f f i x e d  t h e  G r e a t  S e a l  o f  t h e  

- S t a t e  o f  S o u t h  D a k o t a ,  a t  
P i e r r e ,  t h e  C a p i t a l ,  t h i s  

OYCE HAZELTINE 



SECRETARY OF 
STATE CAPITOL 
500 E. CAPITOL 

STATE -1LE NO. 
RECEIPT NO. ?&= -., -- - .  . , 

PIERRE, S.D. 57501-5077 
605-773-4845 MAY 9 '91 

LlCATlON FOR CERTIFICATE OF AUTHORITY 

SDCL 47-8-7, the undersigned mrpontion hereby applies fo&&&$;6ge 
e State of South Dakota and for that purpose submits the following 

or abbreviation which it elects to add thereto for use in this state is 

- - 

(3) State where incorporated New Jersev Federal Taxpayer ID# 2 2 - 3 3 12 6 9 7 

(4) The date of its incorporation is- 24 .  1 9 9 4  and the period of its 
duration, which may be perpetual, is u o ~ o t ~ a l  

(5) The address of its prinapal office in the state or country under the laws of which it is incorporated is 

m d @  code 0 7 6 0 1  

mailing address if different from above is: Same 

Zip Code 

(6) The street address, or a statement that there is no street address, of its proposed registered office in 
c/o C T Corporation System, 319 S. Coteau 

the State of South Dakota is t r e e +  D + p r r p  S n i l t h  nakota zip 57501 

and the name of its proposed registered agent in the State of South Dakota at that address is 

C T Corporation System 

(7) The purposes which it proposes to pursue in the transaction of business in the State of South Dakota 
are: purpose) ~rovis ion of telecommunications services 

(8) The names and respective addresses of its directors and officers are: 

Name 

I 

(9) The aggregate number of 

Officer Title Street Address City State zip 

shares which it has authority to issue, itemized by classes, par value of shares, 
shares without par value, and series, if any, within a class is: 

Number Par value per share or statement that shares are 
of shares Class Series without par value 

Common Stock (No series) No par value 



(10) The aggregate number ol ..s issued shares, itemized by classes, ,-. value of shares, shares without 
par value, and series, if any, within a dass, is: 

Number Par value per share or statement that shares are 
of shares Class Series without par value 

1.000 Common Stock (No series) No par value 

(1 1) The amount of its stated capital is $ loo, ooo 
Shares issued times par value equals stated capital. In the case of no par value stock, stated capital is 
the consideration received for the issued shares. 

(12) This application is accompanied by a CERTIFICATE OF FACT or a CERTlFlCATE OF GOOD STANDING 
duly acknowledged by the secretary of state or other officer having custody of corporate remrds in the state or 
country under whose laws it is incorporated. 
(13) That such corporation shall not directly or indirectly combine or make any contract with any incorporated 
company, foreign or domestic, through their stockholders or the trustees or assigns of such stockholders, 
or with any copartnership or association of persons, or in any manner whatever to fix the prices, limit 
the production or regulate the transportation of any product or commodity so as to prevent competition 
in such prices, production or transportation or to establish excessive prices therefor. 

(14) That such corporation, as a consideration of its being permitted to begin or continue doing business 
within the State of South Dakota, will comply with all the laws of the said State with regard to foreign 
corporations. 

The application must be signed, in the presence of a notary public, by the chairman of the board of directon, 
or by the president or by another officer. 

I DECLARE AND AFFIRM UNDER THE PENALTY OF PERJURY THA a IS APPLlCATlON IS IN ALL MINGS. 
TRUE AND CORRECT 

-+ On this day of @it, , 19 9 f F  before me D i a n e  Clark 
personally appeared Jim Cour er ,known to me, or proved to me, to be 
the President of the corporation that is desuibed in and that executed the 
within instrument and acknowledged to me that such 

My Commission Expires: 

Notarial Seal 

The Consent of Appointment below must be signed by the registered agent listed in number six. 

CONSENT OF APPOINTMENT BY THE REGISTERED AGENT 

,f, c T Corporation System , hereby give my consent to serve as the 
(name of registerecl agent) 

registered agent for I D T  America, C Q r P .  
(corporate name) 

9 8  Dated 17 19 
(sicnature of '&istered agent) 



EXHIBIT 3 - MANAGEMENT BIOGRAPHIES 



Managerial and Technical Qualifications 
Key Personnel for Applicant 

Howard S. Jonas founded IDT Corporation in August 1990 and has served as Chairman of the 
Board and Treasurer since its inception and as Chief Executive Officer Since December 1991. 
He served as President of IDT Corporation fiom December 1991 through September 1996. Mr. 
Jonas has served as Chief Executive Officer and Treasurer of IDT America, Co1-p. since 1994. 
Mr. Jonas is also the founder of the Jonas Publishing Corp., a publisher of trade directories, of 
which Mr. Jonas has been President since 1979. Mr. Jonas received a B.A. in economics from 
Harvard University. 

James Courter joined IDT Corporation as President in October 1996 and was named Vice 
Chairman and CEO of IDT Corporation in 2001. He has been the President of IDT America, 
Corp. since joining the Company. Mr. Courter has been a senior partner in the New Jersey law 
firm of Courter, Kobert, La~zfer & Cohen since 1972. He was also a partner in the Washington, 
D.C. law firm of Verner, Lipfert, Benlhard, McPerson & Hand from January 1994 to September 
1996. Mr. Courter was a member of the U.S. House of Representatives for 12 years, retiring in 
January 1991. From 1991 to 1994, Mr. Courter was Chailman of the President's Defense Base 
C l o s ~ ~ e  and Realignment Commission. Mr. Co~u-ter also serves on the Board of Directors of 
Envirogen, Inc. He received a B.A. from Colgate University and a J.D. from Duke University 
Law School. 

Stephen Brown joined IDT Corporation as its Chief Financial Officer in May 1995 and he has 
served as the Clief Financial Officer of IDT America, Corp. since its inception. From 1985 to 
May 1995, Mr. Brown operated his own public accounting practice servicing medium-sized 
corporations as well as high net worth individ~~als. Mr. Brown received a B.A. in Economics 
from Yeshiva University and a B.B.A. in Business and Accounting from Baruch College. 

Joyce Mason has been the Secretary of IDT Corporation since its inception and has served as the 
Secretary of IDT America, Corp. since its inception. Previously, Ms. Mason was in private legal 
practice since August 1990. Ms. Mason received a B.A. from the City University of New York 
and a J.D. from New York Law School. 

Marc E. Knoller joined IDT Corporation in March 1991 and has been the Vice President of IDT 
America, Corp. since its inception. From 1998 until March 1991, Mr. Knoller was director of 
national sales for Jonas Publishing. Mr. Knoller received a B.B.A. froin B m c h  College. 

Douglas Mauro is the Senior Vice President for IDT Corporation and IDT America, Corp. He 
is responsible for all tax matters at IDT America, Corp. and IDT Corporation. Prior to joining 
IDT Mr. Mauro was Vice President, Tax for Inc Pharmaceuticals in Costa Mesa, California. Mr. 
Mauro has extensive experience in International taxes at various Pharmaceutical Companies 
where he served as the top tax officer. 

Keith Mendelson has held several positions since joining IDT Corporation in 1995. Mr. 
Mendelson is presently the Executive Vice President of Retail Operations of IDT Telecom, Inc., 
a subsidiary of IDT Corporation. Mr. Mendelson received a B.A. from Yeshiva University. 



Kathy Tirnko is the Executive Vice President of Engineering and Operations of IDT Telecom, 
Inc. Ms. Tirnko has served as Chief Operating Officer of InterExchange, IDT Corporation's 
Engineering and Operations Division, since 1998. From 1995 to 1998, Ms. T~mko served as the 
Executive Vice President of Product Development and Operations at Call Sciences, a provider of 
enhanced telecommunications services. Prior to 1995, Ms. Timko worked at Bellcore (now 
Telcordia) and BBN Teclmologies. Ms. Timko holds a B.S. degree froin Virginia Tech and a 
M.S. degree from Boston University. 



EXHIBIT 4 - IDT CORPORATION 2003 SEC FORM 10-Q 



Outline 

IDT CORP filed this 10-Q on 06/16/2003. 

Back to Results printer Friendly 

'rage 1 of 

First Page ,> 

Table of Contents 

SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

FORM 10-Q 

Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 for the Quarterly 
Period Ended April 30,2003 

or 

Transition Report Pursuant to  Section 13 or 15(d) of the Securities Exchange Act of 1934 

Commission File Number: 0-27898 

IDT CORPORATION 
(Exact Name of Registrant as Specified in its Chnrter) 

  el aware 
(State or other jurisdiction of 

incorporation or  organization) 

520 Broad  Street, Newark, New Jersey 
(Address of principal executive offices) 

22-3415036 
(1.RS. Employer 

identification Number) 

07102 
(Zip Code) 

(973) 438-1000 
(Registrant's telephone number, including area code) 

Indicate by check lllarlc whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities E x c b g e  
Act of 1934 during the preceding 12 months (or for such shorter period that fh registrant was required to B e  such reports), and (2) has been 

subject to such filing requirements for the past 90 days. Yes El No 0 

bdi~ate  by check marlc whether the registrant is an accelerated filer (as defmed in Rule 12b-2 of the Exchange Act). Yes El No Cl 

Common Stock, $.01 par value - 25,074,860 shares outstanding as of June 11,2003 (kxcluding 5,419,963 treasury shares) 
Class A common stock, $. 01 par value - 9,8 16,988 shares outstanding as of June 1 1,2003 

Class B common stoclc, $.Ol par value - 55,239,832 shares outstanding as of June 11,2003 (excluding 4,019,163 treasury shares) 

(Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable date) 
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PART I. FINANCIAL INF'ORMATION 

Item 1. FINANCIAL STATEMENTS (UNAUDITED) 

IDT CORPORATION 
CONDENSED CONSOLIDATED BALANCE SHEETS 

(In thousands, except share data) 

April 30,2003 
(Unaudited) 

Assets 
Current assets: 

Cash and cash equivalents 
Marketable securities 
Trade accounts receivable, net 
Other current assets 

Total current assets 

Property, plant and equipment, net 
Restricted cash 
Goodwill 
Licenses and other intangibles, net 
lnvestmenrs 
Other assets 

Total assets 

Liabilities and stockholders' equity 
Current liabilities: 

Trade accounts payable 
Accrued expenses 
Deferred revenue 
Capital lease obligations-current portion 
Other current liabilities 

Total current liabilities 

Deferred tax liabilities, net 
Capital lease obligations-long-term portion 
Other liabilities 

Total liabilities 
Minority interests 
Commitments and contingencies 
Stoclcholders' equity: 

Preferred stock, S.01 par value; authorized shares-1 0,000,000; no shares issued 
Common stock, S.01 par value; authorized shares-100,000,000; 25,147,360 and 24,988,597 shares issued at April 30,2003 and July 

31, 2002, respectively; 19,727,397 and 19,566,634 shares outstandinl: at April 30,2003 and July 31,2002, respectively 
Class A common stock. $.O 1 Dar value: authorized shares-35,000,000; 9,8 16,968 shares issued and outstanding at April 30,2003 and . . 

July 31,2002 
Class B common stock, S.01 par value; authorized shares-100,000,000; 55,044,832 and 54,009,844 shares issued at April 30,2003 

and July 31, 2002, respectively; 51,025,669 and 49,990,681 shares outstanding at April 30, 2003 and July 3 I ,  2002, respectively 
Additional paid-in capital 
Deferred compensation 
Treasury stock, a t  cost, consisting of 5,419,963 shares of common stock and 4,019,163 shares of Class B common stock 
Accumulated other comprehensive loss 
Retained earnings 

Total stockholders' equity 

Total liabilities and stockholders' equity 

See notes to condensed consoIidated financial statements. 

3 
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(In thousands, except per share data) 
(Unaudited) 

Revenues 

Costs and expenses: 
Direct cost of  revenues (exclusive of items shown below) 
Selling, general and administrative 
Depreciation and arnoltization 
Settlement by Net2Phone of litigation 
Non-cash compensation 
Restucturing, severance and impairment charges 

Total costs and expenses 

Loss from operations 
Inte~est income, net 

Other income (expense) : 
Gain on sale of subsidiary stock 
Equity in loss of affiliates 
Investment and other income (expense), net 

Loss before minority interests, income taxes and cumulative effect of 
accounting change 

Minority interests 
Benefit from income taxes 

Three Months Ended April 30, 

Loss before cumulative effect of accounting c h g e  
Cumulative effect of accounting change, net of income taxes of $3,525 

Net  loss 

Earnings per share: 
Loss before cumulative effect of accounting change: 

Basic 
Diluted 

Cumulative effect of accounting change, net of income taxes: 
Basic 
Diluted 

Net  loss: 
Basic 
Diluted 

Weighted-average number of shares used in calculation of earnings per 
share: 

Basic 

Diluted 

See notes to condensed consolidated financial statements. 

4 

Nine Months Ended April 30, 
2003 2002 

$1,348,808 $1,114,88' 
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

(In thousands) 
(Unaudited) 

Net cash provided by operating activities 

Investing activities 
Purchases of property, plant and equipment 
Issuance of notes receivable 
Purchases of investments 
Acquisitions 
Increase in cash from consolidation of Net2Phone 
Purchases of marketable securities 
Sales and maturities of marketable securities 

Net cash used in investing activities 

Financing activities 
Proceeds from exercise of stock options 
Repayments of capital lease obligations 
Repurchases of common stock and Class B common stock 
Proceeds from sales of subsidiaries stock 
Distributions to minority shareholders of subsidiaries 

Net cash (used in) provided by £inanc@g activities 

Net decrease in cash and cash equivalents 
Cash and cash equivalents, beginning of period 

Cash and cash equivalents, end of period 

Supplemental schedule of non-cash investing and financing activities 
Purchases of property, plant and equipment through capital lease obligations 

Issuance of Class B common stock for acquisitions 

Nine Months Ended April 30, 
2003 2002 

$ 12,845 $ 16,24S 

See notes to condensed consolidated fiuancial statements. 
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

(Unaudited) 

Note 1-Basis of Presentation 
The  accompany&g unaudited condensed consolidated financial statements of lDT Corporation and its subsidiaries (the "Company" or "IDT' 

have been prepared in accordance with accounting principles generally accepted in the United States for interim financial information and 
with the insbxctions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes 

required by accounting principles generally accepted in the United States for complete financial statements. In the opinion of management, a1 
adjustments (consisting of normal recuring accruals) considered necessary for a fair presentation have been included. Certain 

reclassifications have been made to f ie  piior year's condensed consolidated fmancial statements to conform to the current year's presentation 
Operating results for the three-month and nine-month periods ended April 30,2003 are not necessarily indicative of the results that may be 

expected for the year ending July 3 1, 2003. The balance sheet at July 3 1, 2002 has been derived from the audited financial statements at that 
date but does not include all of the information and footnotes required by accounting principles generally accepted in the United States for 

complete financial statements. For further information, please refer to the consolidated financial statements and footnotes thereto included in 
the Company's Annual Report on Folm 10-I< for the year ended July 3 1,2002, as filed with the United States Securities and Exchange 

Commission. 

The Company's fiscal year ends on July 3 1 of each calendar year. Each reference below to a Fiscal Year refers to the Fiscal Year ending in 
the calendar year indicated (e.g., Fiscal 2003 refers to the Fiscal Year ending July 3 1, 2003). 

Note ZStock-Based Compensation 

In December 2002, the Financial Accounting Standards Board (c7?ASB") issued Statement of Financial Accomting Standards ("SFAS") No. 
148, Accotrnting for. Stock-Based Coi~zpeizsntio~z-Trarzsitioil and DiscIosztr.e, An Amemhelzt of FASB Statement No. 123. This statement 
provides alternative methods of transition for a volmtary change to the fair value based method of accounting for stock-based employee 

compensation. In addition, SFAS No. 148 amends the disclosure requirements of FASB Statement No. 123 to require more prominent and 
more frequent disclosures in financial statements about the effects of stock-based conrpensation. During the third quarter of Fiscal 2003, the 

Company adopted the disclosure provisions of SFAS No. 148, effective as of the beginning of the fiscal year. 

The  Company continues to account for its enlployee stock options under the recognition and measurement principles of Accounting Principles 
Board ("MB") Opinion No. 25, Accozoztirzg for Stock issued to Einp20yeex~ and related Interpretations. The following table illustrates fie 

effect on net loss and earnings per share if the Company had applied the fair value recognition provisions of FASB Statement No. 123, 
Accoulzting for. Stoclc-Based Compe~zsation, to stoclc-based employee compensation. 
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Three Months Ended Nine Months Ended 
April 30, April 30, 

2003 2002 2003 2002 

(in thousands, except per share data) 
Net loss, as reported $ (9,303) $449,593) 
Add: Stock-based employee compensation expense included in reportednet loss, 

net of related tax effects and minority interests 8,397 1,396 
Deduct: Total stock-based employee compensation expense dete~mined under the 

fair value based method of accounting for all awards, net of related tax effects 
and minority interests 

Pro forma net loss 

Earnings per share: 
Basic-as reported 

Basic-pro forma 

Diluted-as reported 

Diluted-pro f o l m  

(17,641) 

$ (8,549) - 
$ (0.12) - 
$ (0.23) - 
$ (0.12) - 
$ (0.23) - 

Note 3-Consolidation of NetZPhone 

Until August 2000, the Company provided Internet telephony services through its majority owned subsidiary NeQPhone, Inc. On August I 1, 
2000, the Company completedthe sale of 14.9 million shares of Net2Yhone's Class A common stock held by it, at a price of $75 per share;.to 
AT&T Corporation. In addition, AT&T purchased four million newly-issued shares of Class A common stock fiom ~ e t 2 ~ h o k  at b price of 
$75 per share. These transactions reduced the voting stake of IDT in Net2Phone fiom approximately 56% to 21% and its economic stake in 
Net2Phone fron~ approximately 45% to 16%. In recognition of these transactions, the Company deconsolidated Net2Phone effective August 

1 1,2000. Accordingly, the Company accounted for its investment in Net2Phone subsequent to tl1e deconsolidation using the equity method of 
accounting. 

On October 23,2001, IDT, Liberty Media Corporation and AT&T formed a limited liability company ("LLC"), which through a series of 
transactions among IDT, Liberty Media and AT&T held an aggegate of 28.9 million shares of Net2Phone's Class A common s toc l~  

representing approximately 48% of Net2PhoneYs outstanding capital stock. Because the LLC holds Class A common stock with two votes per 
share, the LLC has approximately 65% of the shareholder voting power in Net2Phone. IDT holds the controlling membership interest in the 

LLC and is the managing member of the LLC. The operating agreement of fie LLC provides unilateral liquidation lights to each of its 
members whereby any member of the LLC may cause the LLC to liquidate and dissolve by providing written notice at any time on or after 

January 1,2004 to the other LLC members of its desire to cause such liquidation and dissolution. Since the LLC can be liquidated and 
dissolved at any time on or after January 1,2004, the Company's control of the LLC is deemed to be temporary. Accordingly, through July 

3 1,2002, the Company continued to account for its investment in the LLC using the equity method. 

In August 2001, the FASB issued SFAS No. 144, Accountirzg for. tlze Inzpnir-nzerzt or Disposal ofLorzg-Lived Assets, which addresses financial 
accounting and reporting for the impairment or disposal of long-lived assets and supersedes SFAS No. 121, Accounting for the hpaimzent of 

Long Lived Assets to be Disposed Of; and the accounting and reporting provisions of APB Opinion No. 30, Reporting tlze Results of 
Operutions for a Disposal of a Segnzent of a Business. SFAS No. 144 also amends Accounting Research Bulletins ("ARB") No. 51, 
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Comolidated Financial Statements, as amended by SFAS No. 94, Cotzsolidation of All Majority-Owned Subsidiaries, to eliminate the 
exception to consolidation for a subsidiary for which control is likely to be temporary. IDT adopted SFAS No. 144 as of August 1,2002, and 

thus no longer accounts for its investment in Net2Phone under the equity method of accounting. Therefore, effective August 1,2002, IDT 
reconsolidated its investment inNet2Phone. The consolidation resulted in the inclusion by IDT of Net2Phone's results of operations, financial 

position and cash flows begianing August 1,2002. This change in accounting does not change the net income or loss that would have been 
reported had the Company continued to account for its investment in Net2Phone under the equity method of accounting. On a pro forma basis, 
the combined revenues of IDT and NeQPhone, as if the consolidation had occurred as cif August 1,2001, after giving effect to the elimination 

of intercompany transactions, would have been $419.4 million and $1,174.7 million, for the three and nine months ended A p d  30,2002, 
respectively. 

Pursuant to the operating agreement of the LLC, AT&T received 29 Class A units of the LLC, and had the right to put 6 of these units to IDT 
and 23 of these units to Liberty Media after one year. On October 29,2002, AT&T exercised its put rights and sold all of its Class A units to 

IDT and Liberty Media for a nominal amount. As a result of this transaction, AT&T is no longer a member of the LLC. IDT continues to hold 
the controlling membership interest in the LLC and is the managing member of the LLC. As of April 30,2003, IDT's effective equity 

invesbnent in Net2Phone (through the LLC) was 18.6%. Accordingly, the Company recorded in minority interests the 81.4% of Net2Phone1s 
results attributable to the remaining shareholders of Net2Phone. 

Note 4-Business Segment Information 

The Company has five reportable business segments: Wholesale Telecommunications Services, Retail Telecommunications Services, IDT 
Solutions, Intemet Telephony, and Media. The operating results of these business segments are distinguishable and are regularly reviewed by 

the Company's chief operating decision malcer. 

The Wholesale Telecommunications Services business segment consists of wholesale carrier services provided to other long distance carriers. 
T h e  Retail Telecommunications Services business segment includes domestic and international prepaid, rechargeable and private label calling 
cards, and consumer long distance services to individuals and businesses. The IDT Solutions business segment, which commenced operations 
in December 2001 upon the acquisition of assets &om Winstar Comfnunications, Inc. and certain of its subsidiaries ("Old Winstar"), operates 
thz.ough Winstar Holdings, LLC as a competitive local exchange carrier ("CLEC") using fured wireless technology to provide local and long 
distance phone selvices, and high speed Internet and data corrrmunications solutions. The Internet Telephony business segment reflects the 

results of the Company's reconsolidated subsidiary, Net2Phone, effective August 1,2002, which is a provider of voice over Internet Protocol, 
or VoIP, telephony products and services. The Media business segment operates several media and entertainment-related businesses, most of 

which are currently in the early stages of development. 
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The Company evaluates the performance of its business segments based primarily on operating income (loss). All corporate overhead is 
allocated to the business segments based on time and usage studies, except for certain specific corporate costs, such as corporate manageme: 
compensation, treasury management and public relations, and corporate legal, insurance and governance costs, which are not allocated to th 

business segments. Operating results presented for the principal business segments of the Company are as follows (in thousands): 

Three Months Ended 

Wholesale Retail 
Telecommunications Telecommunicntions IDT(1) Internet 

Services Services Solutions Telephony(2) Media Corporate Total 

April 30,2003 
Revenues $ 109,156 $ 291,865 $ 20,766 $ 19,585 $ 5,498 $ - $ 454,87 
Segment operating income (loss) (6,081 21,761 (19,625) (9,830) (2,278) (21,846) (37,89 
Three Months Ended 

April 30,2002 
Revenues 78,963 285,436 33,095 - 4,159 - 401,65 
Segment operating income (loss) (6,540) 19,079 (43,863) - (5,003) (6,502) (42,82' 
Nine Months Ended 

April 30,2003 
Revenues $ 288,178 $ 914,870 $ 65,933 $ 63,357 $16,470 $ - $1,348,801 
Segment operating income (loss) (22,708) 66,060 (67,493) 25,672 (6,406) (31,392) (44,26' 
Nine Months Ended 

April 30,2002 
Revenues 
Segment operating income (loss) (25,349) 42,001 (62,996) - (17;234) (1 9,590) '(83[16t 

(1) IDT acquired the assets currently held by Winstar (through which the IDT Solutions segment operates) in December 2001. Accordingly 
results of operations for the nine months ended April 30, 2002 for the IDT Solutions segment reflect only the period that t h e  Company 
owned and operated the Winstar assets. 

(2) For the three and nine months ended April 30,2002, IDT reported its share of the net loss of its Internet Telephony segment, which 
consists of .its investment in Net2Phone, under the equity method of accounting. Accordingly, IDT recorded $25.1 million and $41 .& 
million for these periods, respectively, as equity in loss of affiliates within other income (expense). During the periods in which I ~ T  
accounted for its investment in Net2Phone using the equity method, the Company's chief operating decision maker evaluated the 
perfolmance of IDT's Internet Telephony segment based pliruarily on its cash, cash equivalents and marlcetable securities balances and 
on its net cash used in operating activities. As of April 30,2002, the balance of cash, cash equivalents and marlcetable securities of 
Net2Phone was $121.9 million. For the nine monflx ended April 30, 2002, net cashused in operating activities was $79.5 million. 

Note 5-Earnings Per Share 

The Company computes earnings per share under the provisions of SFAS NO. 128, Earnings per Share. Under the provisions of SFAS No. 
128, basic earnings per share is computed by dividing net income (loss) applicable to common shareholders by the weighted average number 

of shares of common stock outstanding during the applicable period. Diluted earnings per share is determined in the same manner as basic 
earnings per 

http ://ir. 1 Olcwizard.com/filing.php?repo=teuk&ipage=2 19960 1 &doc=l &total=62&source=2 18 
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share except that the number of shares is increased assuming exercise of potentially dilutive stock options and contingently issuable shares 
using the treasury stock method, unless the effect of such increase would be anti-dilutive. For the periods reported in the condensed 

consolidated financial statements included in this report, the diluted earnings per share amounts equal basic earnings per share because the 
Company had net losses and the impact of the assumed exercise of stock options and contingently issuable shares would have been anti- 

dilutive. 

Note 6--Comprehensive Loss 

The Company's comprehensive loss consists of the following (in thousands): 

Net loss 
Foreign currency translation adjustments 
Unrealized losses in available-for-sale securities 

Comprehensive loss 

Three Months Ended April 30, Nine Months Ended April 30, 
2003 . 2002 2003 2002 

$ (9,303) $(49,593) $(25,853) $(225,12C 
(406) 3,977 (654) (1,47C 

(1,566) (489) (1,040) (923 

Note 7-Winstar Acquisition 

On December 19,2001, the Company, through a subsidiary, acquired the core domestic telecommunications assets of Old Wiastar in 
connection with Old Winstar's bankruptcy proceedings pending before the United States Banlauptcy Court for the Disbict of Delaware. The 

acquiring subsidiazy was subsequently renamed Winstar Holdings, LLC. Winstar operates as a CLEC using fixed wireless technology to 
provide local and long distance phone services, and high speed Memet and data communications solutions. The Company currently offers the 

Winstar services under the name IDT Solutions. 

The purchase price for the Old Winstar assets consisted of $30.0 million in cash, $12.5 million in newly issued shares of IDT Class B 
common stoclc and 5% of the common equity interests in Winstar (the remaining 95% of the common equity interests as well as all of the 

preferred equity interests in Winstar were owned by IDT). The acquisition was accounted for under the purchase method of accounting. The 
results of operations of Winstar have been included in the Company's consolidated statements of operations since the date of acquisition. 

On April 16, 2002, IDT, through a subsidiary, purchased the 5% of common equity interests in Winstar that it did not own. Consideration 
consisted of 0.8 million shares of IDT Class B common stoclc, which were valued at $13.3 million. 

The following pro fonna financial information presents the combined results of operations of IDT and Winstar, as if the Old Winstar asset 
acquisition had occurred as of August 1,2001, after giving.effect to certain adjustments, including depreciation expense, income taxes and the 

issuance of IDT Class B common stock as part of the purchase price. The pro forma financial information does not necessarily reflect the 
results of operations that would have occurred had IDT and Winstar been a single entity during such periods. 
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Three Months Ended NineMonths Ende 
April 30,2002 April 30, 2002 

(in thousands, except per share data) 
Revenues $ 401,653 $ 1,187,58' 
Loss before cumulative effect of accounting change $ (49,593) $ (126,421 
N e t  loss $ (49,593) $ (273,40' 
Earnings per share: 
Loss before cumulative effect of accounting change 

Basic $ (0.64) $ (1.65 
Diluted $ (0,64) $ (1.65 

N e t  loss 
Basic $ (0-64) $ (3.6f 
Diluted $ (0.64) !$ (3.66 

Weighted-average number of shares used in calculation of earnings per share: 
Basic 77,334 74,747 

Diluted 77,334 74,747 

Note 8-Amendment of Stock Options 
On April 25,2003, all then outstanding stoclc options exercisable for shares of the Conlpany's common stoclc (which were exercisable for an 

aggregate of 1.9 million shares) were amended to instead be exercisable for an equal number of shares of the Company's Class B common 
stock. Because these options were originally recorded under APB No. 25, a new measurement date was triggered and the options were 

required to be accounted for under the intiinsic value method of accounting. AS a result, the Company recorded a non-cash compensation 
charge for the three and nine ~nonths ended April 30,2003 of $13.7 million for the modification of the options. 

On April 25,2003, the Board of Directors also authorized that shares of Class B common stock held as treasury stock be dlocated for 
issuance in connection with the above stoclc option amendments. 

Note 9-Recently Issued Accounting Pronouncements 

In April 2003, the FASB issued SFAS NO. 149, Anze~zdment ofState~ne~zt 133 017. Derivative Instruments Hedging Activities. This statement 
amends and clarifies accounting for derivative instruments, including certain derivative instruments embedded in other contracts, and for 

hedging activities under SFAS No. 133. The new guidance amends SFAS No. 13 3 for decisions made: as part of the Derivatives 
bplementation Group process that effectively required amendments to SFAS No. 133; in connection with other FASB projects dealing with 
f m c i a l  instruments; and regarding implementation issues raised in relation to the application of the definition of a derivative, particularly 

regarding the meaning of an "underlying" and the characteristics of a derivative that contains financing components. 

SFAS No. 149 clarifies under what circumstances a contract with an initial net investment meets the characteristic of a derivative as discussed 
in, SFAS No. 133. In addition, it clarifies when a derivative contains a financing component that wanants special reporting in the statement of 
cash flows. SFAS No. 149 amends certain other existing pronouncements. These changes will result in more consistent reporting of contracts 

that are derivatives in their entirety or that contain embedded derivatives that warrant separate accounting. 
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The provisions of this standard are effective for contracts entered into or modified after June 30,2003, and for hedging relatiomhips 
designated after June 30,2003. The provisions of this statement that relate to SFAS No. 133 implementation issues that have been effectivr 

for fiscal quarters that began prior to June 15,2003 should continue to be applied in accordance with their respective effective dates. In 
addition, certain provisions relating to fo~ward purchases or sales of when-issued securities or other securities that do not yet exist should b 

applied to existing contracts as well as new contracts entered into afier June 30,2003. The Company believes that the adoption of this 
standard will not have a material impact on the Company's results of operations or h c i a l  position. 

In May 2003, the FASB issued SFAS No. 150, Accourzting for Certain Financial Instruments with Churacte7-istics of both Liabilitia and 
EquiQ. SFAS No. 150 affects the issues's accounting for three types of freestanding financial instruments, One type is mandatorily 

redeemable shares, which the issuing company is obligated to buy back in exchange for cash or other assets. A second type, which includes 
put options and forward purchase contracts, involves instruments that do or may require the issuer to buy back some of its shares in exchang, 

for cash or other assets. The third type of instruments consists of obligations that can be settled with shares, the monetary value of which is 
fjxed, tied solely or predominantly to a variable such as a market index, or varies inversely with the value of the issuers' shares. SFAS No. 

150 does not apply to features embedded in a financial instrument that is not a derivative in its entirety. 

In addition to requirements for classification and measurement of financial instruments, SFAS No. 150 also requires disclosures about 
alternative ways of settling the instruments and the capital structure of entities, whose shares are mandatorily redeemable. Most of the 

guidance in SFAS No. 150 is effective for all financial instruments entered into or modified after May 3 1,2003, and otherwise is effective 
from the start of the fist interim period beginning after June 15,2003. The Company believes that the adoption of this standud will not have 

a material impact on the Company's results of operations or financial position. ' 

Note 10-Legal Proceedings 

Certain legal proceedings in which the Company is involved are described in the Company's Quarterly Report on Form 10-Q for the quarter 
ended January 3 1, 2003. The following discussion is limited to recent developments concerning the Company's legal proceedings and should 

be read in conjunction with such earlier ~uar-krly Report. Unless otherwise indicated, all legal proceedings discussed in the Company's 
earlier Quarterly Report remain outstanding. 

With respect to the Company's complaint against Telefonica S.A., Terra Networks, S.A., Terra Networks, U.S.A., Inc. and Lycos, Inc., the 
Company filed a motion on May 16,2003 to compel the defendants to produce documents under the crime-fraud exception of the attorney- 

client and work product privilege. Oral argument on this motion is scheduled for August 7,2003. 

With respect to the Company's statement of claim with the American Arbitration Association naming Telefonica Intemacional, S.A. as tlze 
Respondent, the parties fded post-hearing briefs on April 4,2003 and reply briefs were fded on May 8,2003. 

With respect to the summons and complaint filed on or about July 25, 2002 by PT-1 Communications against the Company, the parties held a 
status conference before the judge on April 3,2003. The Company filed a motion for a stay to enjoin this proceeding based upon a filing by 

The Continuing Creditors' Committee of Star Telecommunications, Inc. of a near-identical adversary proceeding against the Company in the 
United States Banknptcy Court for the District of Delaware. The motion was denied on May 15, 2003. 
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With respect to the complaint filed by Mark B . Aronson in the Court of Common Pleas of Allegheny County, Pennsylvania, seeking 
ce~iification of a class consisting of consumers who were charged a fee when IDT switched underlying carriers from Global Crossing Ltd. t 
AT&T, the Court denied the plaintiff's motion to remand the case to the State court and granted the Company's motion to transfer the case . 

the Federal Communications Commission (the "FCC"). The Company hIed a petition with the FCC on April 30,2003. 

With respect to lhe Moms Amsel and the Ana Cardoso and Maria Calado matters relating to the Company's calling cards, on May 19,200: 
the Company filed an application with the Multi-District Litigation Panel seeking to consolidate these matters. 

With respect to the suit filed by Winstar against Superior Logistics Management Services, Inc. in the US. District Court for the Eastern 
District.of Virginia, the parties entered into a settlement agreement that entitles Winstar to receive 10% of the sales price of any sales of 

certain equipment by Supeiior, and provides Winstar with purchase options at 6 and 9 months from May 7,2003 for various equipment .thaI 
was the subject of the suit and stored by Superior, at the price of $0.035 per $1.00 of the oliginal cost to Superior or its entities that are now i 

Chapter 7 bankruptcy. 

With respect to the Univance Telecomniunications, Inc. and Univance Marketing Group, Inc. (collectively the 'Wnivance Debtors") 
banlauptcy matter, the parties resolved this matter and the Univance Debtors and Winstar entered into an agreement dated March 19, 2003, 

pursuant to which the Univance Debtors will continue to provide sewices to Winstar. The parties will seek Bankruptcy Court approval of fie 
agreement. 

On or about February 5,2002, a complaint was filed by Solomon Bitton against the Company in the Superior Court of the State of New 
Jersey, Bergen County, seeking certification of a class consisting of New Jersey residents who allegedly purchased the Company's pre-paid 

calling cards and were charged any fee b i t  was not specifically disclosed on the card packaging prior to purchase. The damages sought have 
not yet been quantified. The Company served answers to the complaint on April 3,2003 and are in the process of providing initial discovely 

responses. 

On or about March 12,2003, a complaint was filed by the Continuing Creditors' Committee of Star Telecommunications, Inc. for itself and 
on behalf of the Star Creditors' Liquidating Trust ("Star") against the Company in the United States Banlaptcy Court for the District of 

Delaware. Star seelcs (a) to void and recover damages for certain fraudulent transfers of property of Star's bankruptcy estate pursuant to the 
pre-petition sale of certain assets to the Company, and (b) to recover damages for unjust enrichment pursuant to said sale. The Company has 

not been served with the complaint and Star has not taken any action to prosecute the claims against the Company. The Company fiad a 
motion for a stay or to enjoin this proceeding based upon the fact that this proceeding is nearly-identical to the adversary proceeding 

previously filed by PT-1 Communications against the Company in the United States Badauptcy Court for the Eastern District of New Yorlc, 
which motion was denied. 

On April 15, 2003, Network Comnlunications of Indiana ('NCI") filed a four-count complaint in the Superior Court in Marion County, 
Indiana, against the Company, seeldng $8.7 million in danxtges. NCI signed a Non-Exclusive High Volume Independent Agent Marketing 

Agreement with Winstar Wireless, Inc., on F e b w  1, 1999. On April 18, 2001, Winstar Wireless, hc., and various other aflliates 
("Debtors") filed for Chapter 11 bankruptcy in the United States Bankruptcy Court for the District of Delaware. On December 19,2001, an 

affiliate of the Company purchased various assets of the Debtors. NCI alleges that the Conlpany, as a result of allegedly acquiring certain 
assets of the Debtor including alleged network customer lists: (a) misappropriated NCI's customer lists, @) unlawNly converted NCI's 

customer lists, (c) unfairly competed with NCI's business, 
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and (d) tortiously interfered with contracts between NCI and NCI's customers. The case has been removed to the United States District Cou 
for the Southern District of Indiana, Indianapolis Division, and the Company h s  an extension to answer or otherwise plead until June 23, 

2003. 

On or about April 26,2003, the Company was served with a petition filed by Powell Palmares in the District Cowt of Nueces County, Texa 
105th Judicial District. The Company is not the only defendant in this action. In his petition, the plainWnames numerous additional 

defendants, including Oblio Telecom, Northern California Telecommunications, Locus Telecommunications, Star Telecom Network, Astra 
Communications, Pacific Telecard, and Advanced Telecom Solutions. The plaintiff is seeking certification of a class consisting of all persox 

in Texas who allegedly purchased and used IDT's pre-paid calling cards and m d e  calls to, or from, cellular telephone equipment. The 
damages sought have not yet been quantified. The Company filed its answer on June 2,2003. 

The Company is subject to other legal proceedings and claims which arise in the ordinary course of our business and have not been finally 
adjudicated. Although there can be no assurances in this regard, in the opinion of the Company's management, such proceedings, as well as 

the aforementioned actions, will not have a material adverse effect on the Company's results of operations, cash flows or financial condition 

Note 11-Settlement by NetZPhone of Litigation 
On March 19,2002, Net2Phone and its ADIR Technologies, Inc. subsiclimy filed suit in the United States District Court for the District of 

New Jersey against Cisco System, Inc, and a Cisco executive who had been a member of ADIR's board of directors. The suit arose out of th 
relationships that had been created in connection with Cisco's and Net2Phone's ori@ investments in ADIR and out of ADIR's subsequeni 

purchase of Netspeak, Inc, in August 2001. Net2Phone and ADIR settled the suit and all related claims against Cisco and the Cisco executivt 
in exchange for: (i) the transfer, during the first quarter of Fiscal 2003, to Net2Phone of Cisco's and Softbank Asia Infrastructure Fund's 

respective 11.5% and 7.0% interests in ADR, and (5) the payment by Cisco, during such quarter, of $19.5 million to Net2Phone and ADIR. 
As  a result of this settlement, Net2Phone recognized for the quarter ended October 3 1,2002, a gain of $58.4 million consisting of (i) a $38.9 

million reduction in minoriiy interests as a result of the transfer of the ADIR shares and (ii) the receipt of settlement proceeds of $19.5 
million. During the second quarter of Fiscal 2003,.NetZPhone approvedmd therefore recorded an additional $0.4 million in executive 

compensation expense directly related to the Cisco settlement. 

Note 12--Gain on Sale of Subsidiary Stock 

On April 17,2003, a subsidiary of Liberty Media purchased from IDT Media 88.235 newly-issued shares of IDT Media's Class A common 
stock, at aprice of $283,334 per share, representing an aggregate cash purchase price of $25.0 million. IDT Media operates several media and 

entertainment-related businesses, most of which are currently in the early stages of development. As a result of this sale of subsidiary stock, 
the Company's ownership percentage in IDT Media decreased from 100% to 94.4%. 

The Company has historically accounted for sales of stock of its subsidiaries in accordance with Staff Accounting Bulletin No. 51, 
Accoulztingfor Sales ofstock by a Subsidialy, which permits the Company to record the excess of its carrying value in the equity of its 

subsidiaries as a gain. Accordingly, in connection with this sale, the Company recognized a gain of $22.4 million. Deferred taxes of $9.0 
million have been provided on the gain. 
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Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AM) RESULTS OF OPERATIONS 
The following information should be read in conjunction with the accompanying condensed consoIidated financial statements and the 

associated notes thereto of this Quarterly Report, and the audited consolidated financial statements and the notes thereto and our 
Management's Discussion and Analysis of Financial Condition and Results of Operations contained in our Annual Report on Fonn 10-K fo 

the year ended July 3 1, 2002, as filed with the United States Securities and Exchange Commission. 

As used below, unless the context otherwise requires, the terms "the Company," "JDT," "we," 'b," and "our" refer to DDT Corporation, a 
Delaware corporation, its predecessor, International Discount Telecommunications, Corp., a New York corporation, and their subsidiaries, 

collectively. 

Forward-Looking Statements 
This Quarterly Report on Fonn 10-Q, including the notes to the condensed consolidated financial statements, contains forward-looking 
statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, 

including statements that contain the words '"oelieves," "anticipates," "expects," "plans," "intends," and similar words and phrases. Such 
forward-looking statements include, among other things, our plans to implement our growth strategy, improve our financial performance, 
expand our infrastructure, develop new products and services, expand our sales force, expand our customer base and enter international 
markets, and the possible outcome of our litigation. Such forward-looking statements also include our expectations concerning factors 

affecting the markets for om products and services, such as changes in the U.S. and the international regulatory environment andthe demand 
for long-distance telecomunications. These forward-looking statements are subject to risks and uncertainties that could cause actual results 
t o  differ materially from the results projected in any fomd-looking statements. These risks and uncertainties include, but are not limited to, 
those risks discussed in this report. In addition to the factors specifically noted in the forward-looking statements, other important factors that 
could result in those difFerences include: potential declines in prices for our products and services; our ability to maintain and grow our retail 

telecommunications services, particularly our prepaid calling card business; availability of termination capacity; financial stability of our 
customers; our ability to maintain canier agreements with foreign carriers; effectiveness of our marketing and distribution effo*, increased 

competition, paiiicularly from regional bell operating companies; our ability to manage our growth, competitiveness of our Winstar 
subsidiary; impact of government regulation; our ability to obtain teleconmunications products or services required for our products and 

services; general economic conditions, particularly in the telecorrrmunications markets; and the other factors set forth in our Annual ~ e ~ o k  on 
Form 10-K for Fiscal 2002. The forward-looking statements are made as of the date of this Repoic, and we assume no obligation to update the, 

fornard-looking statements, or to update the reasons why actual results could differ from those projected in the forward-looking statements. 
h e s t o r s  should consult all of the infornlation set forth herein and the other information set 'forth from time to time in our reports filed with 

the United States Securities and Exchange Commission pursuant to the Securities Act of 1933 and the Securities Exchange Act of 1934, 
including our Annual Report on Foim 10-I< for Fiscal 2002. 

Overview 

General 

IDT Corporation, through our IDT Telecom segment, provides telecommunications services and products to retail and wholesale customers 
worldwide, including prepaid, private label and rechargeable calling cards, wholesale canrier services and consumer long distance services. 
We deliver ow: telecommunications services over a network consisting of more than 200 switches in the United States, Europe and South 

America. We also own and lease capacity on 16 undersea fiber-optic cables that connect our US. facilities with our international facilities and 
with third-party faciIities in Europe, Latin America and Asia. We derive a majority of our revenues from IDT Telecom. 
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Our Winstar segment, which operates under the name IDT Solutions, offers broadband and telephony services to commercial and 
governmental customers though its fixed-wireless and fiber iilfrastructure. We also operate, through our IDT Media segment, several medi 

and entertainment-related businesses, most of which are currently in the eafly stages of development. IDT Media primarily comprises five 
business lines: radio, animation, brochure dis&ibution, video-to-desktop delivery, and call center services. Effective August 1,2002, we 

reconsolidated NeBPhone, which is a provider of voice over Internet Protocol, or VoIP, telephony products and services. 

Outlook 
In recent years, we have de~ived the majority of our revenues from IDT Telecom's businesses, cansisting primarily of our Retail 

Telecommunications Services segment, which markets prepaid, private label and rechargeable calling cards and consumer long distance 
services, and our Wholesale Telecommunications Services segment, which markets wholesale carrier services. These businesses have 

accounted for the bullc of our operating expenses as well (excluding impairment chmges). 

?"nroughout the remainder of Fiscal 2003, we anticipate increased growth in our wholesale carrier revenues. We anticipate growth in IDT 
Telecom's Retail Telecommunications Services revenues as well, and we expect Retail Telecommunications Services revenues to continue t, 

account for approximately 70%-75% of IDT Telecom's total revenues in the coming quarters. 

The worldwide telecommunications industry has been characterized in recent years by intense price competition, which has resulted in a 
significant decline in both our average per-minute price realizations and our average per-minute termination costs. Therefore, although IDT 
Telecom's minutes of use have been increasing strongly, IDT Telecom's revenues have increased at a much slower rate. We expect to see 

some W e r  price declines throughout the remainder of Fiscal 2003, as the markets in which we compete have generally remained 
competitive. 

Since our acquisition of the Winstar assets in December 2001, the IDT Solutions segment has experienced working capital deficits. We have 
restructured Winstar's operatio~ls by mdertalcing significant cost saving measures, including the downsizing of the Winstar networlc and a 

significant reduction in headcount, aimed at reducing the worlcing capital deficit, However, at this time, we expect IDT Solutions to continue 
to generate operating losses and to require h d i n g  for its capital expenditure needs for the foreseeable future. We expect IDT Solutions to 

continue to reduce its operatjag losses throughout the remainder of Fiscal 2003, aided by a conlbination of increased revenues and continued 
cost saving measures. 

We have also been developing various new businesses within our Media segment. We anticipate that Media will continue to incur si@cant 
costs related to its existing and other new businesses. The timing and magnitude of revenues and/or operating profits from these new 

businesses remains uncertain. In May 2003, Media's Digital Production Solutions unit (which operates Media's animation business line) 
acquired a controlling interest in FilmRoman, Inc., an independent animation company, through the purchase of newly-issued shares of Film 

Roman common stock. For the year ended December 3 1,2002, Film R o m  reported revenues of $43.3 million and a net loss of $8.6 million. 
In the upcoming quarters, the results of operations of our IDT Media segment will include the consolidation of Film Roman, 

Critical Accounting Policies 

Our condensed consolidated financial statements and accompanying notes are prepared in accordance with accounting principles generally 
accepted in the United States. Preparing condensed consolidated financial statements requires us to make estimates and assumptions that 

affect the reported amounts of assets, liabilities, revenue and expenses. These estimates and assumptions are affected by the application of our 
accounting policies. Our significant accounting policies are described in Note 1 to the July 3 1, 2002 consolidated financial statements 

included in our Form 10-K. Critical accounting policies are those that require application of management's most difficult, subjective or 
complex judgments, often as a result of matters that are inherently 
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uncertain and may change in subsequent periods. Critical accounting policies for us include revenue recognition, allowance for doubtful 
accounts, g o o d d ,  and valuation of long-lived and intangible assets. For additional discussion of om critical accounting policies, see our 

Management's Discussion & Analysis of Financial Condition and Results of Ope~ations in our h u a l  Report on Form 10-K for Fiscal 200: 

In order to enable a sV&aightforward comparison between the three and nine months of Fiscal Year 2003 and the three and nine months of 
Fiscal Yen 2002, and to provide a better understanding of DT's core operating results for the three and nine months of Fiscal Year 2003, 

this Form 10-Q presents, as additional information, some financial figures excluding the IDT Solutions segment and Net2Phone. The Winsts 
assets, through which our IDT Solutions segment operates, were acquired during the second quarter of Fiscal Year 2002, and contributed tc 

revenues for only pwt of that quarter, and Net2Phone was not consolidated during Fiscal Year 2002. 

Three Months Ended April 30,2003 Compared to Three Months Ended April 30,2002 

Results of Operations 
We evaluate the performance of our operating business segments based p ~ w - i l y  on income (loss) from operations. Accordingly, certak 

adjustments are properly not reflected in the operating business segnlents discussions, but are only reflected in our Consolidated discussion, 

Consolidated 

Reverzues. Our revenues increased 13.2%, from $401.7 million in the three months ended April 30,2002 to $454.9 million in the .three 
months ended April 30,2003. The increase is due pl-imarily to the significant growth in OLU telecommuaications minutes of use and the 

reconsolidation of Net2Phone. Excluding revenues from our Internet Telephony segment, consisting ofNet2Phone, which was reconsolidatec 
effective August 1,2002, ow revenues increased K4%, to $435.3 million in the three months ended April 30,2003. The increase in our 

consolidated revenues (excluding Internet Telephony) is mainly attributable to a 12.2% increase in IDT Telecom's revenues. The growth in 
IDT Telecom's revenues plimarily resulted from a 43.3% growth in minutes of use (excluding minutes related to our consumer long distance 
business, which are not canied through our own networlc) from 3.0 billion in the three months ended April 30,2002 to 4.3 billion in the three 

months ended April 30,2003. 

Direct Cost of Revenztes. Direct cost of revenues increased by 8.8%, fiom $3 19.0 million in the three months ended April 30,2002 to 
$347.1 nlillion in the three manths, ended April 30,2003. The increase is due primady to the growth in our telecommunications minutes of 
use and the reconsolidation of Net2Phone. Excluding direct cost of revenues from our Internet Telephony segment, direct cost of revenues 
increased 5.7% to $337.2 million in the three months ended April 30,2003. As a percentage of total revenues, direct costs decreased &om 

79.4% in the k e e  month ended April 30,2002 to 76.3% in the three months ended April 30,2003 (and decreased to 77.5% excluding our 
Internet Telephony segment). The decline in direct costs as a percentage of revenues is attributable to overall higher revenues due to the 

growth of minutes-of-use and because of continued operating efficiency gains and lower prices from suppliers. 

Selling, General a71dAd~lzi~zis$ative. Selling, general and administrative expenses decreased 1.3%, fiom $106.4 million in the three months 
ended April 30,2002 to $105.0 million in the three months ended Apd 30,2003. Excluding selling, general and administrative expenses 
from our Internet Telephony segment, selling, general and admiuistrative expenses decreased 13.3% to $92.2 million in the three months 
ended April 30, 2003. As a percentage of total revenues, selling, general and administrative expenses decreased from 26.5% inthe three 

months ended April 30,2002 to 23 . l %  in the three months ended April 30,2003 (and decreased to 21.2% excluding our Internet Telephony 
segment). Selling, general and administrative expense declined as a percentage of revenues due primarily to the sig"ificant growth in our 

revenues for the three months ended April 30,2003. 
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We anticipate that selling, general and administrative expenses will increase in dollar terms in the future, and will continue to be a significar: 
percentage of total revenues, as we expand both IDT Telecom's businesses and our Media businesses. 

Depreciation and Amortization. Depreciation and'amortization expense increased 33.5%, ffom $16.7 million in the three months ended 
April 30,2002 to $22.3 million in the three months ended Apiil30,2003. Excluding depreciation and amortization expense from our htemc 

Telephony segment, depreciation and amortization expense increased 19.7%, to $20.0 million in the three months ended April 30,2003, 
primarily.as a result of ow higher fixed asset base during the three months ended April 30,2003, reflecting the expansion of our 

telecommhications network iskastructure and facilities. As a percentage of revenues, depreciation and amortization expense increased fkoz 
4.2% in the three months ended April 30,2002 to 4.9% in the three months ended April 30, 2003 (and to 4.6% excluding our hternet 

Telephony segment). Depreciation and amortization expense increased, as a percentage of revenues, due primarily to the expansion of our 
telecommmications network infrastructure and facilities. We anticipate that depreciation expense will continue to increase in absolute dollar 

as we continue to add to our asset base, particularly in IDT Telecom's businesses, as we implement our growth strategy. 

Non-cash Conzpeizsatiorz. Non-cash compensation charges were $2.3 lnillion in the three months ended April 30,2002, compared to $16.6 
million in the three months ended April 30,2003. Refer to the respective sections of the IDT Telecom, IDT Solutions, Internet Telephony an 

Corporate segments for a full discussion onnon-cash compensation charges. 

Restruct~rrirzg, Severance and hlzpairnzent Charges. Resttucturing, severance and impairment charges were $1.7 million in the three monh 
ended April 30, 2003. Refer to f i e  respective section of the Internet Telephony segment for a full discussion on restmcturing, severance and 

impairment charges. 

Lossfionz Operatiolzs. Our loss from operations was $42.8 million in the three months ended April 30,2002, compared to $37.9 Illillion in 
the three months ended April 30, 2003. Excluding $9.8 million of loss fiom operations fi-om our Internet Telephony segment, our loss from 
operations was $28.1 million for the three months ended April 30,2003. The reduction in our loss ftom operations (excluding our Internet 

Telephony segment) was due primarily to IDT Telecom's increased revenues and gross margins, paltially offset by one-time non-cash 
compensation charges. 

J~zterest. Net interest income was $3.9 nlillion,in the thee  months ended April 30,2002, compared to net interest income of $6.7 million in 
the three months ended April 30,2003. 

Other Income (Expelwe). Other income (expense) amounted to an expense of $27.6 million in the three months ended April 30, 2002, 
compared to income of $12.0 inillion in the three months ended A p d  30,2003. Included in other income (expense) in the three months ended 

April 30, 2003, was a charge of $1.6 million related to an obligation to guarantee to AT&T the value of 1.4 million shares of D T  Class B 
' common stock owned by AT&T, and net losses fiom other investments totaling $8.8 million. 

On April 17,2003, a subsidiary of Liberty Media purchased ftom IDT Media 88.235 newly-issued shares of IDT Media's Class A common 
stoclc, at a price of $283,334 per slmre,,representing an aggregate cash purchase price of $25.0 million. As a result of this sale of s u b s i m  
stock, our ownership percentage in IDT Media decreased from 100% to 94.4%. In connection with this sale, we recognized a gain of $22.4 

nillion during the thee months ended April 30, 2003. 

Included in other expense in the three months ended A p d  30,2002 were losses of $25.1 million associated with recording our pro-rata share 
of Net2Phone's net losses through the equity mebod of accounting, a $2.2 million charge related to an obligation to guarantee to AT&T the 

value of 1.4 million shares of IDT Class B common stock owned by AT&T, and net losses from other investments totaling $0.3 million. 
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Mino~ity Interests. Minority interests were $4.3 million and $1.0 million for the three months ended April 30,2002 and 2003, respectivek 
The $3.3 million decrease in mino~ity interest income was primarily attributable to the reconsolidation of NeQPhone, of which we own 18.6 

as of April 3 0, 2003. Accordingly, we recorded in minority interests the 8 1,4% of Net2Phone1s results .attributable to the remaining 
shareholders of Net2Phone. 

fitcome Taxes. We recorded an income tax benefit of $21.2 million in the three months ended April 30,2002, compared to an income t;u; 
benefit of $10.8 million in the thee months ended April 30,2003. 

Net Loss. Our consolidated net loss was $49.6 million in the three months ended April 30,2002 compared to a consolidated net loss of $9. 
million in the three months ended April 30, 2003. The recording of a net loss in the three months ended April 30; 2003 and 2002 was a resu 

of the combined factors for each of the segments discussed below, as well as those item detailed above. 

LD T Telecorn-Retail Telecommu~zicatio~zs Services arzd FYlzolesale Telecommnnicatio~zs Services Segments 

Revenues IDT Telecom's revenues increased 12.2%, fiom $364.4 million in the three months ended April 30,2002 to $409.0 million in tl: 
three months ended April 30,2003. 

IDT Telecom's revenues increased primarily as a result of a 43.3% growth in minutes of use (excluding minutes related to our consumer lonl 
distance business, which are not carried through our own network) from 3.0 billion in the ~ e e  months ended April 30,2002 to 4.3 billion ir 
the three months ended April 30,2003. IDT Telecom experienced growth in minutes of use in both its Retail Telecommunications Services 

and Wholesale Telecommunications Services segments, in both the US. and international operations. IDT Telecom's minutes of use grew at 
faster rate than did its revenues, reflecthg a decline in its average revenue-per-minute, from $0.110 during the three months ended April 30, 
2002 to $0.084 in the three months ended April 30,2003. IDT Telecom's decrease in its average revenue-per-minute is due to anumber of 

factors, including (i) continued competition in both retail and wholesale markets, and (ii) introduction of new calling cads. 

Revenues fiom IDT Telecom's Retail Telecommunications Services segment increased 5.1 %, fiom $285.4 million in the three months ended 
April 30,2002 to $299.9 million inthe &ee months ended April 30,2003. Of this total grad of 5.l%, 2.1% came as a result of increased 

sales of cards and 3.0% came as a result of higher c o m e r  long distance revenues. As a percentage of IDT Telecom's overdl revenue, 
Retail Teleconl~~lunications Services' revenues decreased fi-om 78.3% inthe three months ended April 30,2002 to 73.3% in the three months 

ended April 30, 2003, as revenues from our Wholesale Telecommunications Services segment grew at a faster rate than did our retail 
businesses revenues. IDT Telecom's calling card sales increased 2. I%, fiom $255.3 million in the three months ended April 30,2002 to 

$260.7 million in the three months ended April 30,2003. This increase was primarily generated by the introduction of several new calling 
cards. A new card is generally introduced with attractive low per-minute pricing, which is gmdually increased as the card gains acceptance 

and builds market share, The increase in new card introductions was part of IDT's plan to aggressively seelc marlcet share in both its 
.h.aditional Northeast US.  markets, as well as in several other key areas, such as California, Florida and Texas. In addition, the growth in our 

calling card revenues resulted from the expansion of our distribution networlc beyond our traditional Northeastern US. territory, as well as the 
conhued strong growth of European operations, both in our U.K. market as well as in other markets such as Spain, Germany and the 
Netherlands. Throughout the quarter, several of the recently-launched cards entered the higher-margin, more profitable stages of their 
lifecycles, resulting in bigher overall calling card margins in the United States, when compared to the second quarter of Fiscal 2003. 

Calling card sales as a percentage of IDT Telecom's Retail Telecommunications Services revenues decreased from 89.5% in the three months 
ended April 30,2002 to 86.9% in the three months ended April 30,2003, as revenues from consumer long distance services grew at a faster 

rate than did calling card revenues. Revenues from consumer long distance services, in which we act as a switchless reseller of another 
campany's network, experienced significant growth in the three months ended April 30,2003, with revenues increasing 31.3%, fi-om $29.7 

million in the three months ended April 30,2002 to $39.0 million in the three months ended 
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April 30, 2003. The consumer long distance revenue increase is attributable to the continued growth of our flat-rate, $0.05 a minute long 
distance calling plan, which has been driven by increased marketing expenditures, resulting in a significant increase in the number of 

consumer long distance customers. At April 30, 2003, we had approximately 622,000 active customers for our consumer long distance 
services, compared to approximately 409,000 customers at April 30,2002. Beginning in early Fiscal 2003, we significantly increased the 

marketing and.adveidsing expenditures of om consumer long distance business, in an attempt to accelerate the growth of our customer base 
These expenditures, while reducing consumer long distance operating profits in the near term, are expected to lead to a rise in the number oJ 

active customers, revenues and profits over the longer term In addition, as our customer base has grown, we have begun to place an increase 
emphasis on customer retention initiatives. Accordingly, our marketing efforts for our consumer long distance business is now focused on 

customer retention and increasing fhe average revenue per customer, in addition to attracting new customers. 

Revenues from IDT Telecom's other Retail Telecommunications Services businesses, consisting primarily of call reorigination services, 
amounted to $0.5 million in the three months ended April 30,2002, versus $0.2 million in the three months ended April 30,2003. 

IDT Telecom's Wholesale Telecommunications Services revenues increased 38.2%, from $79.0 million in the three months ended April 30, 
2002 to $109.2 million in the three months ended April 30,2003. As a percentage of IDT Telecom's total revenues, Wholesale 

Telecornmimications Services revenues increased from 21.7% in the k e e  m o n k  ended April 30,2002 to 26,7% in the three months ended 
April 30,2003. The increase in revenues resulted from the growth in wholesale carrier minutes, despite a significant decline in the average 

revenue-per-minute. In recent years, IDT Telecom's wholesale carrier business has curtailed or ceased completely its sales to m c i a l l y  
unstable carriers. Duridg the three months ended April 30,2003, IDT Telecom continued to rebuild its customer base through the addition of 

new customers and by increasing sales to its larger, more financially stable customers. Increased sales to international telecom carriers 
accounted for the bulk of the growth in revenues and gross profits during the quarter. 

Direct Cost ofRevenues. Direct cost of revenues for IDT Telecom increased 14.4%, fiom $276.2 million in the three months ended April 
30,2002 to $3 16.1 million in the thee  months ended April 30,2003, due to the higher revenue and minutes base. As a percentage of total 
IDT Telecom's revenues, direct costs increased to 77.3% in the b e e  months ended April 30,2003, ftom 75.8% in the three months ended 

April 30, 2002. The increase in direct costs as a percentage of total revenues is attributable to the competitive pricing environment within the 
telecommunications industry, which resulted in lower revenue per minute price realizations. 

Selling, General a72d Admiizistr~tive. IDT Telecom's selling, general and administrative expenses decreased 1.9%, from $62.6 million in the 
thee  months ended April 30,2002 to $61.4 million in the three months ended April 30,2003. As apercentage of IDT Telecom's total 

revenues, s e k g ,  general and administrative expenses were 17.2% in the three months ended April 30,2002, compared to 15.0% in the three 
months ended April 30,2003. IDT anticipates that selling, general and administrative expenses will remain steady, in absolute dollar terms, 

over the next few quarters, and should therefore represent a smaller percentage of revenues, as overall revenues increase. 

Depreciation a71d Anzol?izatio7z, IDT Telecom's depreciation and amortization expense rose 20.0%, eom $13.0 million in the three months 
ended April 30,2002, to $15.6 million in the three months ended April 30,2003, reflecting the continued expansion of our fked'asset base, 
as we invest to accommodate our current and anticipated future growth. As a percentage of IDT Telecom's total revenues, depreciation and 

amortization expense'was 3.8% in the three m o n h  ended April 30,2003 compared to 3.6% in the three months ended April 30,2002. 

No~z-cmlz Conzpezzsatio~z. IDT Telecom recorded non-cash compensation of $0.2 million in the three months ended April 30, 2003, relating 
to stock options granted to certain non-employee consultants. 
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Ir?conze~om Operatiorzs. IDT Telecom recorded income fkom operations of $12.5 million in the three months ended April 30,2002, 
compared to income from operations of $15.7 million in the three months ended April 30,2003. The increase in income fi-om operations 

resulted primarily from the revenue growth and improved gross margins. 

1D T Solutions Segment 
Revenues. Revenues fiom IDT Solutions decreased 37.2%, fiom $33.1 million in the three months ended April 30,2002 to $20.8 million i 

f ie  three months ended April 30, 2003. The third fiscal quarter of 2002 marked the first full quarter of IDT's ownership of IDT Solutions. 
Since the acquisition of the Winstar assets in December 2001, IDT has significantly restructured and downsized the acquired business 

including the discontinuation of certain product lines and the exiting of certain geographic locations. These decisions accounted in large par 
for the decline in revenues versus the prior year. 

Throughout the remainder ofFiscal2003, IDT Solutions will continue to focus its sales force towards targeting small and medium sized 
businesses which are concenbated within IDT Solutions' footprint of 3,000 provision-ready buildings (i.e., buildings in which IDT Solutions 

technology is cmently deployed). IDT Solutions will also continue to target Fortune 500 companies, as well as the various civilian and 
defense agencies of the US. government. IDT Solutions will also be developing an agent channel to support its existing sales force initiatives 

Direct Cost of Revenues. Direct cost of revenues for IDT Solutions decreased 50.8%, from $42.1 million in the three months ended April 
30,2002 to $20.7 million in the three m o n k  ended April 30,2003. The decrease in direct cost of revenues is due to the restructuring and 

downsizing efforts noted above, as well as IDT's efforts to groom the Winstar networlc to better reflect the needs of its current customer base 
Direct cost of revenues consist p r h a d y  of two components, connectivity for the network backbone and lease payments for the network of 

provision-ready buildings. Network backbone costs for the three months ended April 30,2003 totaled $13.5 million, accounting for 65.2% ol 
total direct cost of revenues. Direct cost of revenues for the thee months ended April 30, 2003 associated with lease payments for the 

building network were $7.2 million. 

Selling, General a7zd Adnzinistrative. Selling, general and administrative expenses of IDT Solutions decreased 45.3%, fiom $29.6 million in 
the three month ended April 30, 2002 to $16.2 million in the thee months ended April 30,2003. The decrease is p--ily due to the 

significant cost saving measures undertaken by IDT subsequent to the acquisition of the Winstar assets, which included a significant reduction 
in headcount. The nlain component of selling, general and administrative expenses for the three months ended April 30,2003 was employee 

compensation and benefits, accounting for $1 1.9 million, or 73.5% of total selling, general and aclministcative expenses. Since the acquisition 
of  the Winstar assets inDecember 2001, the number of employees of Winstar has been reduced fi-om approximately 750 to approximately 520 

as of April 30,2003. 

Depreciatiolz a7zdAnzortization. Depreciation and amortization was $2.9 d o n  in the three months ended April 30, 2002 compared to $3.6 
d o n  in the three months ended April 30, 2003. As a percentage of IDT Soluti~ns' revenues, depreciation and amortization increased f?om 
8.8% in the three months ended April 31,2002 to 17.3% in the three months ended April 30,2003, primarily due to the lower revenue base as 

discussed above. 

Noiz-cash Conzperzuatio~ IDT Solutions recorded non-cash conlpensation of $2.3 million in the three months ended April 30,2002, as a 
result of modifications to stock option agreements of certain terminated employees. 
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Lossfrom Ope~ations. IDT Solutions' loss from operations in the ~ e e  months ended April 30,2002 was $43.9 million, compared to $19 
million in the three months ended April 30,2003. The decrease in loss from operations is due to the significant cost saving measures 
undertaken by IDT subsequent to the acquisition of the Winstar assets, which included the downsizing of the Winstar network and a 

significant reduction in headcount, as described above. 

Media Segment 
In May 2003, Media's Digital Production Solutions unit (which operates Media's animation business line) acquired a controlling interest it 
Film Roman, Inc., an independent animation cornpany, through the purchase of newly-issued shares of Fi1mRonla.n common stock. For the 

year ended December 3 1,2002, Film Roman reported revenues of $43.3 million and a net loss of $8.6 million. In the upcoming quarters, ou 
results from operations will include the consolidation of Film Roman. 

Revenues, Revenues from Media's businesses increased 31.0%, &om$4.2 million in the three months ended April 30,2002 to $5.5 millio; 
in the three months ended April 30, 2003. In Fiscal 2002, Media gradually exited its Digital Subscriber Line ("DSL") business. Currently, 
Media's revenues are primarily comprised of revenues from its CTM Brochure Display, Inca business, a brochure distribution company. 

Direct Cost of Reve7zties. Direct cost of revenues decreased from $0.7 million in the three months ended April 30,2002 to $0,4 million in 
the three months ended April 30, 2003. As a percentage of Media's revenues, these costs decreased from 16.7% for the three months ended 

April 30, 2002 to 7.3% for the three monfh ended April 30,2003. Most of Media's businesses remain in the early stages of their 
development. As such, we anticipate h t  direct costs will continue to account for a relatively small percentage of Media's revenues, with mor 

of the expenses associated with these businesses to be incurred in the form of selling, general, administrative and development costs. 

Selling, General a7zd Administrative. Selling, general and administrative expenses decreased 16.9%, fiom $8.3 million in the three months 
ended April 30, 2002 to $6.9 million in the three months ended April 30,2003. The decrease in selling, general and administrative expenses 

reflect fhe exit from the DSL Internet access business and from the video-streaming business, as well as the general refocusing of the portfolic 
of businesses towards media related businesses. In addition, during Fiscal 2002, Media implemented stricter management controls over 

operating expenses. Partially offsetting the general reduction in costs were additional expenses incurred with the startup of a newly created 
customer service outsourcing operation. 

Depreciation and Amortizatio~ Depreciation and amoidkation expense was $0.1 million in the three months ended April 30,2002, versus 
$0.6 million in the three months ended April 30,2003. As a percentage of revenues, depreciation and amortization expense increased to 

10.9% in the three months ended April 30,2003, fiom 2.4% in the three months ended April 30, 2002. 

Loss f inm Operations. Loss from operations in the three months ended April 30, 2002 was $5.0 million, compared to a loss &om operations 
of $2.3 million in the three months ended April 30, 2003, reflecting primarily the lower level of selling, general and administrative expenses 
resulting fionl stricter management controls over operating expenses, as well as the refocusing of the segment's business portfolio towards 

media related businesses. 

The Internet Telephony business segment reflects the results of NeQPhone, which we reconsolidated effective August 1,2002. Accordingly, 
the results of operations for the Internet Telephony segment, which will be detailed below, will contain only references to the three months 

ended April 30,2003. We will not make reference to the three months ended April 30,2002, as Net2Phone was not consolidated during that 
pe~iod. As of April 30,2003, IDT's ownership interest in Net2Phone was approxiinately 18.6%. Accordingly, IDT recorded approximately 

8 1.4% of Net2Phone's results attributable to the remaining shareholders in the minority interests line of the condensed consolidated 
statements of operations. Prior to August 1,2002, we accounted for om hvestment in Net2Phone under the equity method of accounting and, 
accordingly, such results were included in the equity in loss of affiliates line of the condensed consolidated statements of operations. For the 

three and nine months ended April 30,2002, our equity in the loss of Net2Phone was $25.1 rnillion and $41.8 ~llillion, respectively. 
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Revenues. Net2Phone's revenues are primarily derived from per-minute charges billed to its customers on a prepaid basis and fiom the sa 
of Internet telephony equipment and services to resellers and other carriers. Revenues were $19.6 million for the three months ended April 3 

2003. 

Direct Cost of Revenues. Net2Phone3s direct cost of revenues consists primarily of network costs associated with carrying customer kaffi 
on itS network, wholesale costs of Internet telephony devices, ad serving costs and e-mail box hosting fees. It also includes the cost of 

purchasing, storing' and shipping Internet telephony equipment. Total direct cost of revenues, excluding depreciation and amortization, was 
$10.0 million in the three monfhs ended April 30, 2003. As a percentage of total revenues, total direct costs was 5 1.0% in the three months 

ended Apiil30,2003. 

Selling, General and Ad7ninistrative. Selling, general and administrative expenses consist of employee salaries and benefits, the expenses 
associated with acquiring customers, including commissions paid to sales partners, advertising costs, referral fees and amounts paid to 
strategic partners in connection with revenue-sharing arrangements, and the costs of insurance, legal services, rent, utilities, shipping, 

consulting and other items. Selling, general and administrative expenses were $12.7 million in the three months ended April 30,2003. As a 
percentage of total revenues, these costs were 64.8% in the three months ended April 30,2003. Net2Phone anticipates that selling, general 

and administrative expenses (excluding resb-uctwing, severance and impairment charges) will decrease for the remainder of Fiscal 2003, as i 
benefits fiom the effects of the restructuring of its operations. 

Depreciation a7zd A71zor.tization. Depreciation and amortization expense was $2.3 million in the three months ended April 30,2003. As a 
percentage of total revenues, depreciation and amortization expense was 11,7% in the three months ended April 30, 2003. 

Nan-cash Comnpensatiorz. Non-cash compensation was $2.7 million in the three months ended April 30, 2003. Net2Phone's non-cash 
compensation was primarily athibutable to a $1.3 million charge for the amo~.tization of the discount of ADIR shares sold to Net2Phone and 

ADIR employees in Fiscal 2001. The total discount of approximately $17.9 million is being amol-tized over the vesting period of such shares. 

Rest7-uctul.img, Severance and Impaiment Charges. Restructuring, severance and impairment charges were $1.7 million in the three months 
ended April 30,2003, resulting prinarily fiom severance incurred for certain folmer executives of Net2Phone. 

Loss fi-om Opemfio~zs.. Net2Phone's loss fiom operations was $9.8 million in the three months ended ~pri l3.0,  2003, 

Our Corporate costs consist of colporate services, such as treasuly management costs, corporate governance costs, public relations, corporate 
management and legal costs, corporate insurance, and other general corporate expenses, as well as depreciation expense on corporate assets. 
Such corporate services are shared generally by our other operahg segments, and are not allocable to any specific segment. Corporate does 

not generate any revenues, nor does it incu any direct cost of revenues. 

Selling, General and Adininistrative. We incurred $5.9 million in corporate selling, general and administrative expenses in the three months 
ended April 30, 2002, compared to $7.8 million incurred in the three months ended Apzil30,2003. The increase is due largely to increased 
costs of litigation against Telefonica and Terra Networks, S.A. As a percentage of our total consolidated revenues, corporate selling, general 

and administrative expenses were 1.5% in the three months ended April 30,2002, compared to 1.7% in the three months ended April 30, 
2003. 
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Depreciation and Anzo~tization. Depreciation expense decreased from $0.6 Illillion for the three months ended April 30, 2002 to $0.4 
million for the three months ended April 30,2003. 

Non-caslz Compensation. Non-cash compensation charges were $13 -7 million in the three months ended April 30,2003. On April 25, 200: 
all then outstanding stock options exercisable for shares of our cornmon stock (which were exercisable for an aggregate of 1.9 million shares 
were amended to instead be exercisable for an equal number of shares of our Class B common stock. Because these options were originally 

recorded under APB No. 25, a new measurement date was lriggered and the options were required to be accounted for under the intrinsic 
value method of accounting. Accordingly, we recorded a non-cash compensation charge for the three months ended April 30,2003 of $13.7 

million for the modification of the options. 

Lossfiorn. Operations. Loss from operations was $6.5 million in the b e e  months ended April 30,2002, compared to $21.8 million in the 
three months ended April 30,2003, as a result of the higher selling, general and administrative expenses and non-cash compensation noted 

above. 

Nine Months Ended April 30,2003 Compared t o  Nine Months Ended April 30,2002 , 

Results of Operations 

We evaluate the performance of our operating business segments based primarily on income (loss) from operations. Accordingly, certain 
adjustments are properly not reflected in the operating business segments discussions, but are only reflected in ow Consolidated discussion. 

Consolidated 

Revenues. Our revenues increased 21.0%, fkom $1,114.9 million in the nine months ended April 30,2002 to $1,348.8 &ion in the nine 
months ended April 30,2003. Excluding revenues from our IDT Solutions segment, which was acquired in December 2001, and our Internet 

Telephony segment, consisting of Net2Phone, which was reconsolidated effective August 1,2002, o u  revenues increased 14.8%, from 
$1,062.6 million in the nine months ended April 30, 2002 to $1,219.5 million in the nine months ended April 30, 2003. The increase in our 

consolidated revenues (excluding our IDT Solutions and Internet Telephony segments) is mainly atttibutable to a 14.9% increase in IDT 
Telecom's revenues. The growth in IDT Telecom's revenues primarily resulted from a 47.0% growth in minutes of use (excluding minutes 
related to our consumer long distance business, which are not carried through our own network), from 8.3 billion in the nine months ended 

A p d  30,2002 to 12.2. billion in the nine months ended April 30,2003. 

Direct Cost of Revemm. Direct cost of revenues increased by 17.8%, from $879.6 million in the nine months ended April 30,2002 to 
$1,036.2 million in the nine nlonths ended April 30,2003. Excluding direct costs of revenues £iom our IDT solutions and hternet Telephony 
segments, direct cost of revenues increased 13.8%, from $8 17.1 million in the nine months ended April 30,2002 to $929.7 million in the nine 
months ended April 30,2003. As a percentage of total revenues, direct costs decreased from 78.9% in the nine month ended April 30,2002 
to 76.8% in the nine months ended April 30,2003 (and decreased from 76.9% to 76.2% excluding o u  IDT Solutions and Internet Telephony 
segments). The decline in direct costs as a percentage of revenues is athibutable to overall higher revenues due to the growth of minutes-of- 

use and because of continued operating efficiency gains and lower prices from suppliers. 

Sellilzg, General and Ad~izilzisb-ative. Selling, general and administrative expenses increased 18.9%, from $266.5 million in the nine months 
ended April 30,2002 to $3 16.9 million in the nine months ended April 30,2003. Excluding selling, general and adminiskative expenses from 
our IDT Solutions and Internet Telephony segments, selling, general and administrative expenses increased 2.9%, from $219.4 million in the 

nine months ended April 30,2002 to $225.8 million in the nine months ended April 30,2003, due prhaiily to the increased sales and 
nmketing efforts of IDT Telecom as well as increased salaries, facilities costs and professional fees related to the expansion of our 

infrastructure and bases of operation to facilitate om current and anticipated future 
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growth. As a percentage of total revenues, selling, general and administrative expenses decreased from 23.9% in the nine months ended Apr 
30,2002 to 23 -5% in the nine monlh ended April 30, 2003 (and from 20.6% to 18.5% excluding ow IDT Solutions and Internet Telephon: 

segments), Selling, general and adminisbative expense declined as a percentage of revenues (excluding IDT Solutions and Internet 
Telephony) due primarily to the significant growth in our revenues for the nine months ended April 30,2003. 

Dep~eciation and Ai7zor'tization. Depreciation and amortization expense increased 39.5%, fYom $46.8 million in the nine months ended 
April 30,2002 to $65.3 million in the nine months ended April 30,2003. Excluding depreciation and amortization expense fiom our IDT 

Solutions and~ntemet Telephony segments, depreciation and amortization expense increased 10.9%, from $43.6 Illillion in the nine months 
ended April 30, 2002 to $48.3 million in the nine months ended April 30,2003, primarily as a result of our higher fixed asset base during thr 
nine months ended April 30,2003, reflecting the expansion of our telecommunications networlc izlfrastructure and facilities. As a percentage 
of revenues, depreciation and amortization expense increased .fi.om4.2% in the nine months ended April 30,2002 to 4.8% in the nine month 

ended April 30,2003 (and decreased f?om 4.1% to 4.0% excluding our IDT Solutions and Internet Telephony segments), 

Settlement by Net2Phone of litigation. Gain on settlement by Net2Phone of litigation was $58.0 million for the nine months ended April 3C 
2003. Refer to the respective section of the Internet Telephony segment for a full discussion on the gain on settlement byNet2Phone of 

litigation. 

Nan-cash Coinperzsation. Non-cash compensation charges were $23.8 million in the nine months ended April 30,2003 compared to $2.3 
million in the nine inontlu ended April 30, 2002. Refer to the respective sections of the Telecom, IDT Solutio~ls, Corporate and Internet 

Telephony segments for a discussion on non-cash compensation charges. 

Restructuring, Severance and Impai77neizt Charges. Restructuring, severance and impairment charges increased from $2.8 million in the 
nine months ended April 30,2002 to $9.0 million in the nine months ended April 30,2003. Refer to the respective sections of the Internet 

Telephony and IDT Telecom segments for a full discussion on resbucturing, severance and impairment clmges. 

LossSI.onz Ope~atiolzs. Ow loss fiom operations was $83.2 million in the nine months ended April 30,2002 compared to a loss from 
operations of $44.3 million in the nine m o n ~  ended April 30,2003. Excluding the loss from operations of our IDT Solutions and htemet 
Telephony segments, our loss &om operations was $20.2 million in the nine months ended April 30,2002, compared to $2.5 d o n  in the 

nine months ended April 30,2003. The reduction h OW loss from operations (excluding our IDT Solutions and Internet Telephony segments) 
was due primarily to IDT Telecom's increased revenues, gross margins and operating iricome, partially offset by one-time non-cash 

compensation charges. 

Jrzterest. Net interest income was $15.5 nillion in the nine months ended April 30,2002, compared to net interest income of $21.3 million 
in the nine months ended April 3 0,2003. 

Other Income (Expense). Other income (expense) amounted to an expense of $50.1 million in the nine months ended April 30, 2002, 
compared to income of $3.3 million in the nine months ended April 30,2003. Included in other income in the nine months ended April 30, 

2003, were losses of $3.8 million associated with recording our ppro-rata share of an affiliate's losses, through the equity method of 
accounting, a charge of $4.7 nlillion related to an obligation to guarantee to AT&T the value of 1.4 million shares of IDT Class B common 

stock owned by AT&T, and net losses fionl other investments totaling $10.4 million. 

On April 17,2003, a subsidiary of Liberty Media purchased from IDT Media 88.235 newly-issued shares of IDT Media's Class A common 
stock, at a price of $283,334 per share, representing an aggregate cash purchase price of $25.0 million. In connection with this sale, we 

recognized a gain of $22.4 million during the nine months ended April 30,2003. 
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Included in other expense in the nine months ended April 30, 2002 were losses of $41.8 million associated with recording our pro-rata shar 
of NetZPhone's net losses through tbe equity method of accounting, a charge of $3.7 million related to an obligation to guarantee to AT&? 
the value of 1.4 million s h e s  of IDT Class B common stock owned by AT&T, and net losses fkom other investments totaling $4.6 million 

Minorip hzterests. Minority interests were $15.5 million and $47.0 million for the nine months ended April 30,2002 and 2003, 
respectively. The $31.5 million increase in minority interests was primarily attributable to the reconsolidation of NeQPhone, of which we ov 

18.6% as of April 30, 2003. Accordingly, we recorded in minority interests the percentage of Net2Phone's results athibutable to the 
remaining shareholders of Net2Phone (81.4% as ofApril 30,2003). 

61conze Taxes. We recorded an income tax benefit of $55.2 million in the nine months ended April 30,2002, compared to anincome tax 
benefit of $40.8 million in the nine months ended April 30,2003. 

Cumulative Effect of Accounting Change. In accordance with our adoption of SFAS No. 142, as of August 1,2001, we performed the 
required impairment tests of goodwill and recorded an impairment charge of $147.0 million, net of income taxes of $3.5 million, for the nint 
months ended April 30,2002. The impairment charge was recorded as a cumulative effect adjustment of a change in accounting principle. N8 

such charges were recorded during the nine months ended April 30,2003. 

Net Loss. Our consolidated net loss, after the cumulative effect adjustment of a change in accounting principle detailed above, was $225.1 
million in the nine months ended April 30,2002 compared to consolidated net loss of $25.9 million in the nine months ended April 30, 2003 
The recording of a net loss in the nine months ended April 30,2002 and 2003, was a result of the combined factors for each of the segments 

discussed below, as well as those items detailed above. 

LDT Telecorn-Retail Telecommunicatiorzs Services and Wholesale Telecornmurzications Services Segmetats 

Revenues. IDT Telecom's revenues increased 14.9%, from $1,047.0 million in the nine months ended April 30,2002 to $1,203.0 million ir 
the nine months ended April 30,2003. 

IDT Telecom's revenues increased primarily as a result of a 47.0% growth in minutes of use (excluding minutes related to our consumer long 
distance business, which are not carried through our own network) &om 8.3 billion in the nine ~mnths ended April 30,2002 to 12.2 billion in 

the nine months ended April 30, 2003. IDT Telecom experienced growth in minutes of use in both its Retail Telecommunications Services 
and Wholesale Telecommunications Sentices segments, in both the U.S. and international operations. IDT Telecom's minutes of use grew at a 

faster rate than did its revenues, reflecting a decline in its average revenue-per-minute, from $0.1 16 during the nine months ended April 30, 
2002 to $0.088 in the nine months ended April 30,2003. IDT Telecom's decrease in its average revenue-per-minute is due to a number of 

factors, including (i) continued competition in both retail and wholesale markets, and (ii) introduction of new calling cards. 

Revenues from IDT Telecom's Retail Telecommunications Services segment increased $89.4 million, or 10.8%, fkom $825.5 million in the 
nine months ended April 30, 2002 to $9 14.9 million in the nine months ended April 30,2003. This growth was largely the result of a $54.5 
million increase in sales of IDT-branded calling cards and a $34.7 million increase in consumer long distance revenues. As a percentage of 
IDT Telecom's overall revenue, Retail Telecommunications Services' revenues decreased from 78.8% in the nine months ended April 30, 
2002 to 76.1% in the nine months ended Apd 30,2003, as revenues &om our Wholesale Telecommunications Services segment grew at a 

faster sate than did our retail businesses revenues. IDT Telecom's calling card sales increased 7.3%, from $745.5 million in h e  nine months 
ended April 30, 2002 to $800.0 million in the nine months erided April 30,2003, fueled by the introduction of several new calling cards. 

Calling card sales as a percentage of IDT Telecom's Retail Telecommunications Services revenues decreased from 90.3% in the nine months 
ended April 30,2002 to 87.4% in the nine months ended April 30, 
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2003, as revenues from c o m e r  long distance services grew at a faster rate than did calling card revenues. Revenues from consumer long 
distance services, in which we act as a switchless reseller of another company's network, experienced significant growth in minutes of use i 
the nine months ended April 30,2003, with revenues increasing 45.7%, from $78.2 million in the nine months ended April 30,2002 to $1 13 
million in the nine months ended April 30,2003. The consumes long distance revenue increase is athibutable to the continued growth of ou 

flat-rate, $0.05 a minute long distance calling plan, which has been driven by increased marketing expenditures, resulting in a significant 
increase in the number of consumer long distance customers. 

Revemies fr'om IDT Telecom's othm Retail Telecommunications Services businesses, consisting primarily of call reorigination services, 
amounted tb $1.9 million in the nine months ended April 30,2002, versus $1.0 million in the nine months ended April 30,2003. 

IDT Telecom's Wholesale Telecommunications Services revenues increased 30.1%, from $22 1.5 million in the nine months ended April 30 
2002 to $288.2 million in the nine months ended April 30,2003, As a percentage of IDT Telecom's total revenues, Wholesale 

Telecommunications Services revenues increased from 21.2% in the nine months ended April 30,2002 to 24.0% in the nine months ended 
Apia 30, 2003. The increase in revenues occuned as a result of an increase in wholesale carier minutes, despite a significant decline in the 

average revenue-per-minute. 

Direct Cost of &evenuex. Direct cost of revenues for IDT Telecom increased 13.9%, from $8 15.3 million in the nine months ended April 31 
2002 to $928.3 million in the nine months ended April 30,2003, due to the higher revenue and minutes base. As a percentage of total IDT 

Telecom's revenues, direct costs declined to 77.2% in the nine months ended April 30,2003, from 77.9% in the nine months ended April 30 
2002. The decrease in direct costs as a percentage of total revenues is attributable to overall higher revenues due to the strong growth of 

minutes-of-use and because of continued operating efficiency, gains and lower prices fiom suppliers. The decrease in direct costs as a 
percentage of total revenues occurred despite the lower revenue per minute price realization and despite increases in our costs for toll-free 

"800" traffic, and network related costs, due to om strong growth of minutes-of-use. 

Selling, General and Adininisri-ative. IDT Telecom's selling, general and administrative expenses increased 5.1 %, .from $172.9 million in 
the nine months ended April 30,2002 to $18 1.7 million in the nine months ended April 30,2003. The increase in selling, general and 

adm3istrative expenses for IDT Telecom's operations is due to several factors, including increased sales andmarlceting efforts for our Retail 
Telecommunications Services segment, such as calling cards and consumer long distance, as well as increased salaries, facilities costs and 
professional fees related to the expansion of our infrastructure and bases of operation to facilitate ow current and anticipated future sales 

growth. As a percentage of IDT Telecom's total revenues, selling, general and administrative expenses were 16.5% in the nine months ended 
April 30,2002, compared to 15.1% in the nine months ended April 30,2003. 

Depreciation and Anzoriization. IDT Telecom's depreciation and amortization expense rose 16.2%, i?om $39.4 million in the nine months 
ended April 30,2002, to $45.8 million in the nine months ended April 30,20Q3, reflecting the continued expansion of our fixed asset base, .as 

we invest to accommodate our current and anticipated future growth. As a percentage of IDT Telecom's total revenues, depreciation and 
amortization expense was 3.8 % in the nine months ended April 30,2002 and 2003. 

Non-cash Conzpensatiorz. IDT Telecom recorded non-cash compensation of $2.5 million in the nine months ended April 30,2003, primarily 
athibutable to the modification of stock option agreements of certain terminated employees. 

Restructuring, Severance, aizd Impaimeizt Charges. Impairment charges of $2.8 million and $1.5 million were recorded by IDT Telecom 
during the nine months ended April 30,2002 and 2003, respectively, resulting primarily .from the write down of certain decommissioned 

European telecommunications switch equipment, and the write-off of a discontinued Indefeasible Right of Use ("IRU"), respectively. 
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hzcomefi.orn Operations. IDT Telecom recorded income from operations of $16.7 million in the nine months ended April 30,2002, 
compared to income from operations of $43 -4 million in the nine months ended April 30,2003. The increase in income from operations 

resulted primarily from the revenue growth and improved gross margins. 

0 T  Solutions Segment 
We acquired the assets cmently held by Winstar on December 19,2001. Accordingly, the results of operations for our IDT Solutions 

segment, which operates through Winstar, for the nine months ended April 30,2002, reflect only the results of operations dwing such perio 
that we owned and operated Winstar. 

Revenues. Revenues ffom IDT Solutions increased 26.0%, fkorn $52.3 million in the nine months ended April 30,2002 to $65.9 million i: 
the nine nmnths ended April 30, 2003. The increase in revenues is due to the fact that the Winstar assets were acquired in December 2001, 

and therefore generated revenues for only a portion of the nine months ended April 30,2002. 

Direct Cost of Revenues. Djrect cost of revenues for IDT Solutions increased 17.6%, from $62.5 million in the nine months ended April 3( 
2002 to $73.5 million in the nine months ended April 30,2003. The increase in direct cost of revenues is' due to the fact that the Winstar 
assets were acquired in December 2001 and therefore generated revenues and costs for only a portion of the nine months ended April 30, 

2002. Direct cost of revenues consist primarily of tbo components, connectivity for the networlc backbone and lease payments for the networ 
of provision-ready buildings. Network backbone costs for the nine montbs ended April 30,2003 totaled $5 1.0 million, accounting for 69.4°/1 

of total direct cost of revenues. Direct cost of revenues for the nine months April 30,2003 associated with lease payments for the building 
network were $22.0 million. 

Selling,' General and Adnzi~zisb-ative. Selling, general and administrative expenses of IDT Solutions increased 6.4%, from $47.1 million in 
'the nine montbs ended April 30, 2002 to $50.1 million in the nine months ended April 30,2003. The increase is due to the fact that the 

Winstar assets were acquired in December 2001 and therefore generated revenues and expenses for only a portion of the nine months ended 
April 30,2002. The main component of selling, general and administrative expenses for the nine months ended April 30,2003 was employee 

compensation and benefits, accounting for $35.6 million, or about 71.1% of total selling, general and administrative expenses. 

Dep.pl.eciatioiz and Amortization. Depreciation and amortization expense increased 197.0%, fiom $3.3 million in the nine months ended 
A p ~ 3  30,2002 to $9.8 million in the nine months ended April 30, 2003. The increase is due to the fact that the Mrinstar assets were acquired 
inDecember 2001, and therefore depreciation on such assets was only recorded for a portion of the nCne months ended April 30,2002. As a 
percentage of IDT Solutions revenues, depreciation and amoltization was 6.3 % in the nine months ended April 30,2002 compared to 14.9% 

in the nine months ended April 30,2003. 

Nolz-cash Comnpensation. LDT Solutions recorded non-cash compensation of $2.3 million in the nine months ended April 30,2002, 
attributable to the rnoWication of stoclc option agreements of certain terminated employees. 

Lossfionn Operations. IDT Solutions' loss from operations in the ninemonths ended April 30,2002 was $63.0 million, compared to $67.5 
miJ.bn in the nine months ended April 30,2003. The increase in loss from operations is primarily attributable to the increase in selling, 

general and administrative expenses and in depreciation and amortization, as the nine months ended ~ ~ r i l 3 0 , 2 0 0 2  reflect only the results of 
operations during such period that we owned and operated Winstar. 

Media Segment 

Revelzues. Revenues fiom the Media segment increased 5.8%, from $15.6 million in the nine months ended April 30,2002 to $16.5 million 
In the nine months ended April 30, 2003. In Fiscal 2002, Media gradually exited its DSL business. Currently, Media's revenues are primarily 

comprised of revenues from CTM, 
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Direct Cost of Reve~zues. Direct cost of revenues decreased Eom $1.8 million in the nine months ended April 30,2002 to $1.5 million in f 
nine months ended April 30,2003. As a percentage of Media's revenues, direct cost of revenues decreased from 11.5% in the nine months 

ended April 30, 2002 to 9.1% in the nine months ended April 30,2003. Most of Media's businesses remain in the early stages of their 
development. As such, we anticipate that direct costs Mill continue to account for a relatively small percentage of Media's revenues, with mc 

of the expenses associated with these businesses to be incurred in the form of selling, general, administrative and development costs. 

Selling, General and Administrative. Selling, general and administrative expenses decreased 30.1%, from $28.9 million in the nine month 
ended April 30,2002 to $20.2 million in the nine months ended April 30,2003. The decrease in selling, general, and administrative expense 
reflect the exit from the DSL Internet access business and from the video-streaming business, as well as the general refocusing of the portfoh 

of businesses towards media related businesses. In addition, during Fiscal 2002, Media implemented stricter management controls over 
operating expenses. Partially offsetting the general reduction in costs were additional expenses incurred with the startup of a newly created 

customer service operation. 

Depreciation and Amortization.. Depreciation and amortization expense was $2.2 million in the nine month ended Apiil30,2002, versus 
$1.2 million in the nine month ended April 30,2003. This decrease is due to the reduced fured asset base resulting from our sale of our 

former DSL business. As a percentage of revenues, depreciation and amortization expense fell to 7.3% in the nine months ended April 30, 
2003, from 14.1% in the nine months ended April 30,2002. 

Lossfiom Operations. Loss from operations in the nine months ended April 30,2002 was $17.2 million, compaed to a loss from operation 
of $6,4 million in the nine months ended April 30,2003, reflecting the lower level of selling, general and administrative expenses resulting 

from stricter management controls over operating expenses, as well as the refocusing of the segment's business portFolio towards media 
related businesses. 

ID T Intemet Telephony Segment 

The Internet Telephony business segment reflects the results of NetZPhone, which was reconsolidated effective August 1,2002. Accordingly, 
the results of operations for our Internet Telephony segment, consisting of Net2Phone, wiU contain only references to the nine months ended 

April 30,2003, during which we reconsolidated NetZPhone. We will not make reference to the results for the nine months ended April 30, 
2002, as Net2Phone was not consolidated during that period. 

Reverrues. Revenues were $63.4 million for the nine months ended April 30,2003. Duing the nine months ended April 30,2003, 
Ne'i2Phone has concentrated its marlceting and sales efforts towards building up activities to generate revenues in relatively high-margin 

services, such as international communications services, during the upcoming periods. 

Direct Cost of Revenues. Total direct cost of revenues, excluding depreciation and arno~rlization, was $33.0 million in the nine months ended 
April 30,2003. As apercentage of total revenues, total direct costs was 52.1% in the nine months ended April 30, 2003. 

Selling, General and Administrative. Selling, general and administrative expenses were $41.0 million in the nine months ended April 30, 
2003. As a percentage of total revenues, these costs were 64.7% in the nine months ended April 30, 2003. 

Depreciatiolz and Amortization. Depreciation and amortization expense was $7.2 million in the nine months ended April 30, 2003. As a 
percentage of total revenues, depreciation and amortization expense was 11.4% in the nine months ended April 30,2003. 
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Settlement by Net2Plzone of Litigation. Gain on settlement by Net2Phone of litigation was $58.0 million in the nine months ended April : 
2003. On March 19, 2002 Ne"i2Phone and its ADIR Technologies, Inc. subsidiary filed suit in the United States Dislrict Court for the Distr 
ofNew Jersey against Cisco Systems, Inc. and a Cisco executive who had been a member of ADIR's board of directors. The suit arose out 

the relationships that had been created in connection with Cisco's and Net2Phone's original investments in ADIR and out of ADIR's' 
subsequent purchase of Netspeak, Inc. in August 2001. The parties settled the suit and aU related claims against Cisco and the Cisco 

executive in exchange for: (i) t%e transfer, during the first quarter of Fiscal 2003, to Net2Phone of Cisco's and Softbank Asia Infrastructu- 
Fund's respective 1 1.5% and 7.0% interests in ADIR, and (ii) the payment by Cisco, during such quarter, of $19.5 million to Net2Phone ar. 
ADIR. As a result of this settlement, NeUPhone recognized for the quarter ended October 3 1,2002, a gain of $58.4 million consisting of (i: 

$38.9 million seduction in Net2Phone3s minority interests in ADIR as a result of the ttansfer of the ADE shares and (ii) the receipt of 
settlement proceeds of $19.5 million. During the second quarter of Fiscal 2003, Net2Fhone recorded an additional $0.4 million in executiv 

compensation expense directly related to the Cisco settlement. 

Non-caslz Conzpensatioiz. Non-cash compensation was $7.1 million in the nine months ended April 30,2003. NeQPhone's non-cash 
compensation primsllily resulted from a charge of $1 .O million relating to repriced options which are subject to variable accounting treaime~ 

and therefore must be marked-to-market each quarter, and a charge of $3.8 million for the amortization of the discount of ADIR shares sold 
NetZPhone and A D E  employees in Fiscal 2001. 

Restructuring, Severance and Inzpain~lerzt Clzarges. Restructuring, severance and impairment charges were $7.6 million in the nine month 
ended April 30, 2003, resulting primariIy fiom severance of $3.2 million, relating to the consolidation in the hrst quarter of Fiscal 2003 of 
Net2Phone's development and support organizations. In addition, NetZPhone recorded $3.0 million of severance costs for certain former 
executives, $1.9 million of asset impairment charges, and $1.8 million of costs to exit various locations and eliminate networlc buildouts. 

These costs were partially offset by Net2Phone2s reversal of a reserve related to successful settlement negotiations with vendors regarding 
cancellation charges. 

The following table sulllzldes the charges included in resbuctw-ing, severance and impairment charges in the condensed collsolidated 
statements of operations: 

Incomefioi~z Ope7-ations. Income fromNet2Phone's operations was $25.7 million in the nine,months ended April 30,2003. Excluding $7.6 
million of restructuring, severance and impahment charges and a $58.0 million gain &om the settlement by Net2Phone of litigation, 

Net2Phone's loss from operations in the nine months ended Apd 30, 2003 was $24.7 million. 

Corporate 

Our Co~porate costs consist of corporate services, such as treasury management costs, corporate governance costs, public relations, corporate 
management and legal costs, corporate inswance, and other general corporate expenses, as well as depreciation expense on corporate assets. 
Such corporate services are shared generally by our other operating segments, and are not allocable to any specific segment. Corporate does 

not generate any revenues, nor does it incur any direct cost of revenues. 

Senilzg, Gerzel-al and Admiizistmtive. We incurred $17.6 million in co~porate selling, general and administrative expenses in the nine months 
ended April 30,2002, compared to $23.9 million incurred in the nine months ended April 30,2003. The increase is due largely to increased 
costs of litigation against Telefonica and Terra Networlcs, S.A. As a percentage of our total consolidated revenues, corporate selling, general 

and administrative expenses were 1.6% in the nine month ended April 30,2002, compared to 1.8% in the nine months ended April 30, 2003. 
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Depreciation and Amortization. Depreciation expense decreased fromS2.0 million for the nine months ended April 30,2002 to $1.3 mi lk  
for the nine months ended April 3 0,2003. 

Non-cash. Conzpemsatiorz. Non-cash compensation charges were $14.2 rnfion Fn the nine months ended April 30, 2003. On April 25, ,2003 
all then outstanding options exercisable for shares of our common stock (which were exercisable fos an aggregate of 1.9 million shares) wert 

amended to instead be exercisable for an equal number of shares of our Class B common stock. Because these options were originally 
recor'ded wider APB No. 25, a new measurement date was triggered and the options were required to be accounted for under the intrinsic 

value method'of accounting. Accordingly, we recorded a non-cash compensation charge for the nine months ended April 30,2003 of $13.7 
million for the modification of the options. In addition, we recorded $0.5 W o n  of non-cash compensation attributable to shares of Class B 

common stock that we issued to an outside consultant. 

Lossporn Operations. Loss kom operations was $19.6 d o n  in thenine months ended April 30,2002, compared to $39.4 million in the 
nine months ended April 30,2003, as a result of the higher selling, general and administrative expenses and non-cash compensation noted 

above. 

Liquidity and Capitd Resources 
General 

Historically, we have satisfied our cash requirements through a combination of cash flow from operating activities, sales of equity and debt 
securities and borrowings fiom third parties. Additionally, we received approximately $1.0 billion from the sale of NeQPhone Class A 

common stock to AT&T in August 2000. Since that time, our cash requirements have been satisfied for the most part through our existing 
cash, cash equivalents and marketable securities balances. 

As  of A p d  30, 2003, we had cash, restricted cash, cash equivalents, and marketable securities of $1.1 billion, which includes $102.0 million 
held by Net2Phone, and worlcing capital of $808.1 million. We generated cash flow from operating activities of $12.8 million during the nine 

months ended April 30,2003, compared with cash flow from operating activities of $16.2 million during the nine months ended April 30, 
2002. Ow cash flow from operations varies signficantly from quarter to quarter and from year to yeas, depending on the timing of operating 

cash receipts and payments, especially trade accounts receivable and trade accounts payable. Gross trade accounts receivable, accrued 
expenses and defened revenue have generally increased froniperiod to ~ e r i o d  as our businesses have grown. 

We used $120.1 million in cash to fund investing activities dming the nine months ended April 30,2003. This compares to net cash flows 
used in investing activities of $384.2 million during the nine months ended April 30,2002. The primary use of cash for investing actiuities 

during ?he nine months ended April 30, 2003 was for the net purchases of $92.6 million of marketable securities (primarily U.S. Government 
Agency Obligations). Our capital expenditure investments were approximately $51.4 million in the nine months ended April 30,2003, 

compared to approximately $28.3 rniillion in the nine months ended Aplil30,2002, as we have continued to expand IDT Telecom's 
international and domestic telecommunications network infrasthcture. The future minimum payments of principal and interest on our capital 

lease obligations are $8.3 million, $26.4 million, $16.6 million, $13.0 ~ d i o n ,  $3.1 million, and $2.4 million for the remainder ofFiscal2003, 
Fiscal 2004, Fiscal 2005, Fiscal 2006, Fiscal 2007, and thereafier, respectively. Throughout Fiscal 2003 to date, we have made considerable 

expenditures designed to expand our global telecommunications networlc. Key elements of our network expansion plan for Fiscal 2003 to date 
included the addition of a second international gateway switch in the UK and another intemationd gateway switch in the U.S. We now 

operate a total of nine international gateway switches, broken down as follows: five in the US., two in the UK and one each in Argentina and 
Peru. Over the remainder of Fiscal 2003, IDT anticipates making additional expenditures to expand our calling card platform in the U.S. and 
to  upgrade our network in South America. For the full 2003 fiscal year, we anticipate capital expenditures in the $60 million to $70 million 

range. We anticipate further expansion of our worldwide 
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switching network in Fiscal 2004, with the addition of at least one international gateway switch in each of the US. and UK portions of our 
network. In addition, we anticipate making fiuther expenditures to bolster our network infrastructure in South America and Asia. We current: 

anticipate that capital expenditures for Fiscal 2004 will be in the $50 million to $75 million range. These estimates are contingent upon 
several factors, including, but not limited to, market prices for telecommunications equipment, the availability of such equipment in the 
distressed asset market and the specific timing of our network expansion projects. We have generally adopted a strategy of investing in 
network expansion only as the need arises, as dictated by our telecommunications t r a c  volumes. Therefore, the timing of our network 

expansion, and the coincident purchases of property, plant and equipment, are highly dependent upon the timing and magnitude of the growt: 
in our telecommunications minutes-of-use. We expect to fund our purchases of property, plant and equipment from our operating cash flows 

and our cash, cash equivalents and marketable securities balances, From time to time, we will also finance a portion of our capital 
expenditures through capital leases, with the cost of such financing the primary consideration in determining our financing activity. 

Our Board of Directors has authorized the repurchase of up to 45 million shares of our common stock and Class B common stock. We have 
repurchased a total of 15.6 million shares under the share repurchase program through Fiscal 2002, of which 6.2 million shares were retired a 

of July 3 1,2002. No additional shares were purchased or retired during the nine months ended Apd  30,2003. 

W e  used $0.5 million in cash to fund our hnancing activities during the nine months ended April 30,2003, compared to $29.8 million in casl: 
flow that was provided by our financing activities during the nine months ended April 30, 2002. We received approximately $10.0 million in 

proceeds from the exercise of stock options during the nine months ended April 30,2003, compared to $44.5 million received during the nine 
months ended April 30,2002. In addition, we received proceeds of $25.0 million during the nine months ended April 30,2003 from the sale 
o f  shares of our IDT Media subsidiary stoclc, compared to $30.0 Illillion received duing the nine months ended April 30,2002 &om the sale 
o f  shares of our IDT Telecom subsidiary stock. We also paid $15.6 million to repurchase IDT shares during the nine months ended April 30, 

2002, through our stock buybaclc program, mentioned above. 

We experience intense price competition in our telecommunications businesses. The long distance teleconmunications indushy has been 
characterized by significant declines in both per-minute revenues and per-minute costs, as evidenced by IDT Telecom's experience during 

Fiscal 2002 and fke nine months ended April 30,2003. During the nine months ended Apd  30,2003, IDT Tel~com's average revenue-per- 
nlinute was $0.088 per minute, down 24.1% from $0.11 6 per minute for the nine months ended April 30,2002. However, IDT Telecom's 

average tenniuation cost per-minute dropped approximately 21.996, to $0.075 in the nine months ended April 30,2003, fiom $0.096 in the 
nine months ended April 3 0,2002. 

In the past, and over time, we believe that these factors tend to offset each other, with prices and costs moving in the same general direction. 
However, over a shoster term, such as one quarter or one year, the drop in pricing could outpace the drop in costs, or vice versa. In addition, 

due  to continued pricing pressure iu most of the retail and wholesale nlarlcets in which we compete, we might be compelled to pass along most 
or all of om per-minute cost savings to our customers in the form of lower rates. We might also be unable, in the event that some of our per- 
minute costs rise, to immediately pass along the additional costs to our customers in the form of higher rates. Consequently, over any given 
period, gross margins could expand or narrow, based solely on the thing of changes in revenue-perminute and cost-per-minute. Our long- 

term strategy involves terminating a larger proportion of minutes on our own network, thereby lowering costs and preserving margins even in 
a weaker plice environment, as we become less subject to the prices charged by third-parties for terminating our minutes over their networks. 

In addition, as our minutes-of-use have steadily grown, we have attempted to leverage our buying power and our strong balance sheet to 
negotiate more favorable rates with our suppliers. However, in the short term, the incremental demand for usage might outpace the rate of 

deployment of additional network capacity, particularly in light of o u  expectation for continued growth in our minutes volume. As such, there 
can be no assurance that we will be able to maintain our gross margins at the current level, in the face of lower per-minute revenues. 
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We continued to fund our IDT Media segment throughout the first nine months of Fiscal 2003, incurring significant start-up, developmen 
marketing and promotional costs. Due to the start-up nature of many of the IDT Media businesses, the exact timing and magnibde of f u h  

revenues remains difhcdt to predict. As such, we anticipate that IDT Media will conkue to rely on us to fund its cash needs, including 
operating expenses, capital expenditures and potential acquisitiops, Currently, IDT Media is aggressively pursuing acquisitions andlor otht 

Investments, primarily in its radio and animation business lines. 

On April 17,2003, a s u b s i h y  of Liberty Media purchased from IDT Media 88.235 newly-issued shares of IDT Media's Class A commo 
stock, at aprice of $283,334 per share, representing an aggregate cash purchase price of $25.0 million. We may continue to look to outsid, 

investors to fund IDT Media's ongoing expansion, which m y  include similar bansactions occurring in future years. 

Since ow acquisition of the Winstar assets in December 2001, the IDT Solutions segment has experienced working capital deficits. We ha> 
undertaken significant cost saving measures and restructured IDT Solution's operations, which included the downsizing of the Winstar 

network and a significant reduction in headcount, aimed at reducing the working capital deficit. However, at this time, IDT foresees that it 
will be required to continue funding IDT Solution's operating losses and capital expenditure needs for the foreseeable future. 

Chalzges iiz Other Cuvent Assets, Trade Accounts Receivable, Allowance for Doub@l Accouizts and Deferred Revenue 

Our other cment assets increased from $65.3 million at July 31,2002 to $88.2 million at April 30,2003, due primarily to our reconsolidatic 
of NetL'Phone, as  well as increases in inventories, and other receivables. Gross trade accounts receivable increased from $165.0 million at 
July 3 1,2002 to $172.1 million at April 30,2003, reflecting primarily the increase in revenues and our reconsolidation of Net2Phone. The 
average age of our gross accounts receivable, as measured by number of days sales outstanding, has remained constant during the first nine 

months of Fiscal 2003. 

Due to the wide range of collection term, future trends with respect to days sales outstanding generally depends on the proportion of total 
sales made to carriers, who are often offered payment terms of 30 days or more, and prepaid calling card dislributors, who generally receive 
payment terms of less than 30 days. As such, the trends in days sales outstanding will depend, in large part, on the mix of wholesale (carrier) 
versus setail (prepaid calling card distributor) customers. As we anticipate that in the near term we will attempt to continue to secure shorter 
payment terns from some of our customers, we could experience declines in the average age of our trade accounts receivable throughout the 

remainder of Fiscal 2003. Conversely, as we axe willing to extend longer payment terms to more credit-wolthy customers, an$crease in 
customers belonging to the highest credit classes, as a percentage of total customers, could lead to an increase in days sales outstanding. Ln 

addition, if we restricted sales to financially unstable customers, regardless of the credit terms, the proportion of higher-credit class customers 
will increase fuither, potentially leading to an increase in the average days sales outstanding. In addition, days sales outstanding for o u  

consumer long distance customers is usually longer than 30 days, given the timing of the billing cycle. As the consumer long distance business 
continues to grow and to represent a larger portion of our retail telecommunications services revenues and receivables, we expect that total 
retail days sales outstanding should increase accordingly. Therefore, due to the conflicting nature of the above factors, future trends in days 

sales outstanding remain difficult to predict, and it is not possible at this time to detemine whether recent trends in days sales outstanding will 
continue. 

The allowance for doubtN accounts as a percentage of gross trade accounts receivable decreased from 23.6% at July 31,2002, to 22.6% at 
Aplil30,2003, p~inlarily as a result of our Writing-off, against the allowance for doubtful accounts, certain uncollectible trade accounts 

receivable fkom our consumer long distance business. 

Deferred revenue as a percentage of total revenues vary from period to period, depending on the mix and the timing of revenues. Duriug the 
first nine months of Fiscal 2003, we experienced a steady increase in sales of om 
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calling cards due to increased marketing efforts for existing IDT calling cards and the continued strong growth of our European calling carc 
operations. This resulted in a continued increase in deferred revenue. Deferred revenue also increased as a result of our reconsolidation of 

NetZPhone. W e  expect to experience increases in ow deferred revenue throughout the remainder of Fiscal 2003, owing to a continued 
increase in calling card sales. 

On October.23, 2001, IDT, LibelTy Media and AT&T formed a limited liability company ("LLC"), which through a se~ies of transactions 
among IDT, Liberty Media and AT&T held an aggregate of 28.9 million shares of Net2Phone5s Class A common stoclc, representing 

approximately 48% of Net2Fhone's outstanding capital stock. Because the LLC holds Class A common stock wi f i  two votes per share, the 
LLC has approximately 65% of the shareholder voting power in Net2Phane. IDT holds the controlljng membership interest jll the LLC and i 
the managing member of the LLC. The operating agreement of the LLC provides unilateral liquidation rights to each of its members whereb: 
any member of the LLC m y  cause the LLC to liquidate and dissolve by provicling written notice at any time on or after January 1,2004 to th 

other LLC members of its desire to cause such liquidation and dissolution. Since the LLC can be liquidated and dissolved at any time on or 
after January 1,2004, our control of the LLC is deemed to be temporary. Accordingly, though July 31,2002, we accounted for our 

investment in the LLC using the equity method. 

Pwsuant to the operating agreement of the LLC, AT&T received 29 Class A units of the LLC, and had the right to put 6 of these units to ID? 
and 23 of these mits to Libel9 Media after one year. On October 29,2002, AT&T exercised its put rights and sold all of its Class A units to 

IDT and Liberty Media for a nominal amount. As a result of this transaction, AT&T is no longer a member of the LLC. IDT continues to holc 
the controlling membership interest in the LLC and is the managing member of the LLC. As of April 30, 2003, IDT's effective equity 

investment in Net2Phone (through the LLC) was 18.6%. Accordingly, we recorded in minority interests the 8 1.4% of NeQPhone's results 
attsibutable to the remaining shareholders of Net2Phone. 

On April 17,2003, a subsidiary of Libe~ty Media purchased &om IDT Media 88.235 newly-issued shares of IDT Media's Class A common 
stock, at a price of $283,334 per share, representing an aggregate cash purchase price of $25.0 million. As a result of this sale of subsidiary 

stoclc, OUT ownership percentage in IDT Media decreased  om 100% to 94.4%. We have historically accounted for sales of stock of our 
subsidiaries in accordance with Staff Accounting Bulletin No. 5 1, Accourztirzg for. Sales of Stock by a Subsidiary, which pennits us to record 
the excess of our carrying value in the equity of our subsidiaries as. a gain. Accordingly, in connection with this sale, we recognized a gain of 

$22.4 million. 

On April 25,2003, all then outstanding stock options exercisable for shares of our common stoclc (which were exercisable for an aggregate of 
1.9 million shares) were amended to instead be exercisable for an equal number of s h e s  of our Class B common stock. Because these 

options were originally recorded under APB No. 25, a new measurement date was triggered and the options were required to be accounted for 
under the intrinsic value method of accounting. As a result, we recorded a non-cash compensation charge for the three and nine months ended 
Aplil30, 2003 of $13.7 million for the nzodification of the options. In addition, on April 25,2003, the Board of Directors also authorized that 

all shares af Class B common stock held as treasury stoclc be allocated for issuance in connection with the above transaction. 

0tIze.r Sources and Uses of Resources 

W e  intend to, where appropriate, make strategic acquisitions to expand our telecommunications businesses. These acquisitions could include, 
but are not limited to, acquisitions of telecommunications equipment, telecommunications network capacity, customer bases or other asseb. 

From time to time, we evaluate potential acquisitions of companies, technologies, products and customer accounts that complement our 
businesses, particularly in light of the fmancial distress currently being encountered by many telecommunications firms. These conditions 

have resulted in the availability for sale of numerous strategic assets and businesses. We will 
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also consider making appropriate acquisitions that would complement our Media segment's portfolio of businesses. Consequently, we use( 
approximately $10.3 million of our cash during the nine months ended April 30, 2003, to acquire various investments in other companies, 

compared to $78.4 used during tlle nine months ended April 30,2002. We will continue to evaluate acquisition opportunities as they are ma 
available to us. In cousidering.acquisitions, we will search for oppo~tunities to profitably grow our existing businesses, to add qualitatively 1 

the range of businesses in the IDT portfolio, and to supplement our existing network expansion plans through the timely purchase fi-om .thirt 
parties of necessary equipment. At this time, we cannot guarantee that we will be presented with acquisition opportunities that meet ow retu: 

on investment: (ROI) criteria, or that our efforts to acquire such companies that meet our criteria will be successful. 

We believe that, based upon our present business plan, and due to the large balance of cash, restricted cash, cash equivalents and marlcetablj 
securities we held as of Apiil30,2003, our existing cash resources will be sufficient to meet our currenfiy anticipated working capital and 

capital expenditure requirements and to fund any potential operating cash flow deficits within any of our divisions for at least the next twelv 
months. If our growth exceeds current expectations or if we acquire the business or assets of another company, we might need to raise 

additional capital f?om equity or debt sources. There can be no assurance that we will be able to raise such capital on favorable terms or at a1 
If we are unable to obtain such additional capital, we may be required to reduce the scope of our anticipated expansion, which could have a 

material adverse effect on our business, financial condition and/or results of operations. 

The following tables quantifj o w  future contra~tual obligations and other commercial commitments, which consist primarily of capital ind 
operating leases and standby letters of credit as of April 30,2003 (in millions): 

Contractual Obligations 

Payments Due by Period 

Less than 1- 4- After 5 

Capital lease obligations 
Operating leases 
Other long-term obligations(1) 

Total 1 year 3 years 5 years years - - - - -  
$ 69.8 27.6 $ 30.2 $ 10.8 $ 1.: 

- - - - -  
Total conkactual cash obligations $535.1 $ 120.6 $138.8 $118.0 '$157.7 - - - - -  

(1) Consists of (i) our $5.3 million obligation to guarantee to AT&T the value of 1.4 million shares of IDT Class B common stock owned 
by AT&T and (ii) Net2Phone's $17.2 million obligation to guarantee the value of 0.6 million shares ofNet2PhoneYs common stock to 
certain folmer shareholders of Aplio. 

Other Commercial Commitments 

Payments Due by Period 

Less than 1 - 4- After 5 

Standby letters of credit 
Guarantees 

Total commercial commitments 

Total - 
$31.1 

3.6 
- 
$34.7 - 

I year 3 years 5 years years 

$ 2.2 $ 7.7 $20.0 $ 1.2 
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Foreign Currency Risk 

Revenues fiorn our international operations accounted for approximately 20% of our consolidated revenues for the nine months ended Apri 
30,2003. A significant portion of these revenues are in denominations other than the U.S. Dollar. Any foreign currency exchange risk that vc 
are subject to is mitigated by our ability to offset the majority of these non dollar-denominated revenues with operating expenses h t  are pai 

in the same currencies. As such, the net amount of our exposure to foreign cuency exchange rate changes is not material. 

Recently Issued Accoum'i7zg P~onouncements 

In April 2003, the FASB issued SFAS No, 149, Amendment of Statement 133 on Delivative Instmmerzts Hedging Activities. This statement 
amends and clarifies accounting for derivative instruments, including certain derivative insbxments embedded in other contracts, and for 

hedging activities under SFAS No. 133. The new guidance amends SFAS No. 133 for decisions mde:  as part of the Derivatives 
Implementation Group process that effectively required amendments to SFAS No. 133; in connection with other FASB projects dealing wi& 
b c i a l  inshments; and regarding implementation issues raised in relation to the application of the definition of a derivative, particularly 

regarding the meaning of an "underlying" and the characteristics of a derivative that contains financing components. 

SFAS No. 149 clarifies under what circumstances a contract with an initial net investment meets the characteristic of a derivative as discusset 
in SFAS No, 133. In addition, it clarifies when a derivative contains a financing component that warrants special reporting in the statement o: 
cash flows. SFAS No. 149 amends certain other existing pronouncements. These changes will result in more consistent reporting of contracts 

that are derivatives in their entirety or that contain embedded derivatives that warrant separate accounting. 

The provisions of this standard are effective for contracts entered into or modified after June 30,2003, and for hedging relationships 
designated after June 30,2003. The provisions of this statement that relate to SFAS No. 133 implementation issues that have been effective 

for fiscal quarters that began prior to June 15,2003 should continue to be applied in accordance with their respective effective dates. In 
addition, certain provisions relating to folward purchases or sales of when-issued securities or other securities that do not yet exist should be 
applied to existing contracts as well as new contracts entered into after.June 30,2003. We believe that the adoption of this standard will not 

have a luaterial impact on our results of operations or hancial position. 

In May 2003, the FASB issued SFAS No. 150, Accounting for Certain Firzalzcialhzstlumelzts with Characteristics of both Liabilities a71d 
EquiQ. SFAS No. 150 affects the issuer's accounting for thee types of freestanding financial instruments. One type is mandatorily 

redeemable s h e s ,  which the issuing company is obligated to buy back in exchange for cash or other assets. A second type, which includes 
put options and folward purchase contracts, involves insbuments that do or may require the issuer to buy back some of its shares in exchange 

for cash or other assets. The third type of insbuments consist of obligations that can be settled with shares, the monetary value of which is 
fixed, tied solely or predominantly to a variable such as a marlcet index, or varies inversely with the value of the issuers' shares. SFAS No. 

150 does not apply to features embedded in a financial insbument that is not a derivative in its entirety. 

In addition to requirements for classification and measurement of iinancial instruments, SFAS No. 150 also requires disclosures about 
alternative ways of settling the iustsunmts and the capital structure of entities, whose shares are mandatorily redeemable. Most of the 

guidance in Statement 150 is effective for all hancial instruments entered into or modified after May 3 1,2003, and otherwise is effective 
from the start of the first interim period beginning aftex June 15, 2003. We believe that the adoption of this standard will not have a material 

impact on ow results of operations or finsllcial position. 

Item 3, QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT iXARKET RISKS. 

Tne Securities and Exchange Commission's rule related to market risk disclosure requires that we describe and quantify our potential losses 
from market risk sensitive instruments attributable to reasonably possible 
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&ket changes, Market risk sensitive instruments include all financial or commodity inslmments and other financial instruments (such as 
investments and debt) that are sensitive to future changes in interest rates, currency exchange rates, commodity prices or other market facto 

We are not exposed to market risks from changes in commodity prices. We are exposed to changes in interest rates primarily f5om our 
investments in cash equivalents and marketable securities. Under our currentpolicies, we do not use interest rate derivative instruments tc 

manage our exposure to interest rate changes. We do not consider our market risk exposure relating to foreign currency exchange to be 
material, as we generally have sufficient cash outflows based in these currencies to largely offset the cash inflows based in these currencie~ 
thereby creating a natural hedge. Ln order to mitigate the risk associated with the small amounts of remaining net foreign exchange exposurl 

which we experience fi-om time to time, we have, on occasion, entered into foreign exchange hedges. In addition to but separate from ow 
primary business, we hold a small portion of om total asset portfolio in hedge funds for speculative and strategic purposes. As of April 30. 
2003, our inveshnents in such hedge funds was approximately $23.9 million. Investments in hedge funds cany a significant degree of risk, 

which will depend to a great extent on correct assessments of the future course of price movements of securities and other instmments. The] 
can be no assurance h t  hedge fund managers will be able to accurately predict these price movements. The securities markets have in recei 
years been characterized by great volatility and unpredictability. Accordingly, the value of our interests in these funds may go down as well 

up and we may not receive, upon redemption, the amounts originally invested. 

Item 4. CONTROLS AND PROCEDURES 
Evaluation of Disclosure Controls and Procedul-es. Our Chief Executive Officer and Chief Fiuancial Officer have evaluated the 

effectiveness of disclosure controls and procedures (as such term is dehued in Rules 13a-14(c) and 15d-14(c) under the Securities Exchangt 
Act of 1934, as amended (the "Exchange Act")) as of a date within 90 days prior to the fXing date of this quarterly report (the "Evaluation 
Date"). Based on such evaluation, such officers have concluded that, as of the Evaluation Date, our disclosure controls and procedures are 

effective at recording, processing, sunmarizing and reporting, within the tirne periods specified in the SEC1s rules and forms, the infomtio: 
it is required to disclose in its periodic reports filed or submitted under the Exchange Act. 

Changes in 17ztemal Co~zb'ols. Since the Evaluation Date, there have not been any significant changes in our internal controls or  in other 
factors that could significantly affect such conkols. 
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PART IT. OTHER INFORIMATION 

Item I. LEGAL PROCEEDINGS 
Certain legal proceedings in which we are involved are des.cribed in our Quarterly Report on Form 10-Q f o ~  the quarter ended January 3 1: 
2003. The following discussion is limited to recent developments concerning our legal proceedings and should be read in conjunction witl 

such earlier Quarterly Report, Unless otherwise indicated, all legal proceedings discussed in our earlier Quarterly Report remain outstandin 

With respect to our complaint against Telefonica S.A., Terra Networks, S.A., Terra Networks, U.S.A., Inc, and Lycos, Inc., we filed a motic 
on May 16, 2003 to compel the defendants to produce documents under the crime-fraud exception of the attorney-client and worlc product 

privilege. Oral argument on this motion is scheduled for August 7,2003. 

With respect to our statement of claim with the American Arbitration Association naming Telefonica International, S.A. as the Respondent 
the paties filed post-heating briefs on April 4,2003 and reply briefs were filed on May 8, 2003. 

With respect to the summons and complaint filed on or about July 25,2002 by PT-1 Communications against IDT, the parties held a status 
conference before the judge on April 3,2003. IDT filed a motion for a stay to enjoin this proceeding based upon a filing by The Continuing 
Creditors' Committee of Star Telecommunications, Inc. of a near-identical adversary proceeding against us in the United States Bankruptcq 

Court for the District of Delaware. The motion was denied on May 15,2003. 

With respect to the complaint filed by Mark B. Aronson in the Court of Common Pleas of Allegheny County, Pennsylvania, seeking 
certification of a class consisting of consumers who were charged a fee when IDT switched underlying carriers from Global Crossing Ltd. tc 

AT&T, the Court denied the plaintiffs motion to remand the case to the State court and granted our motion to transfer the case to the Federa 
Communications Commission (the "FCC"). We filed a petition with the FCC on April 30,2003. 

With respect to the Monis h e 1  and the Am Cardoso and Maria Calado matters relating to IDT's calling cards, on May 19,2003 we filed 
an application with the Multi-Dislrict Litigation Panel seeking to consolidate these matters. 

With respect to the suit filed by Winstar against Superior Logistics Management Services, Inc, in the U.S. District Court for the Eastern 
Diskict of Virginia, the parties entered into a settlement agreement that entitles Winstar to receive 10% of the sales price of any sales of 

certain equipment by Superio~, and provides'Winstar with purchase options at 6 and 9 months fiom May 7, 2003 for various equipment that 
was the subject of the suit and stored by Superior, at the price of $0.035 per $1.00 of the original cost to Superior or its entities that are now ir 

Chapter 7 bankmptcy. 

With respect to the Univance Telecorrrmunications, Inc. and Univance Marketing Group, Inc. (collectively the "Univance Debtors") 
banlauptcy matter, the parties resolved this matte1 and the Univance Debtors and Winstar entered into an agreement dated March 19, 2003, 

pursuant to which the Univance Debtors will continue to provide services to Winstar. The parlies will seek Bankruptcy Court approval ofthe 
agreement. 

On or about February 5,2002, a complaint was fded by Solomon Bitton against IDT in the Superior Court of the State ofNew Jersey, Bergen 
County, seelcing certification of a class consisting of New Jersey residents who allegedly purchased IDT's pre-paid calling cards and were 

charged any fee that was not specifically disclosed on the card packaging prior to purchase. The damages sought have not yet been quantified. 
We served answers to the complaint on April 3, 2003 and are in the process of providing initiaI discovery responses. 

On or about March 12,2003, a complaint was filed by the Continuing Creditors' Committee of Star Telecommunications, Inc, for itself and 
on behalf of the Star Creditors' Liquidating Trust ("Star") against IDT in 

http :llir. 1 Okwizard.codfiling.php?repo=tenk&ipage=2 199601 &doc=l&total=62&source=218 
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.the United States Bankruptcy Court for the Disbict of Delaware. Star seeks (a) to void and recover damages for certain fraudulent transfers 
property of Star's banknptcy estate puxsuant to the pre-petition sale of certain assets to IDT, and (b) to recover damages for unjust 

enrichment pursuant to said sale. We have not been served with the complaint and Star has not taken any action to prosecute the claims 
against us. We filed a motion for a stay or to enjoin this proceeding based upon the fact that this proceeding is nearly-identical to the 

adversary proceeding previously filed by PT-1 Communications against IDT in the United States Banlaxptcy Court for the Eastern District , 
New York, which motion was denied. 

On April 15, 2003, Network Communications of Indiana ('NCI") filed a four-count complaint in the Superior Court in Marion County, 
Indiana, against us, seeking $8.7 million in damages. NCI signed a Non-Exclusive High Volume Independent Agent Marketing Agreement 

with Winstar Wireless, Inc., on February 1, 1999. On April 18,2001, Winstar Wireless, Inc., and various other affiliates ("Debtors") filed fc 
Chapter 1 1 banlauptcy in the United States Bankruptcy Court for the District of Delaware. On December 19,2001, an affiLiate of ours 

purcbsed various assets of the Debtors. NCI alleges that IDT, as a result of allegedly acquiring certain assets of the Debtor including allege 
network customer lists: (a) misappropriated NCI's customer lists, (b) unlawfully converted NCI's custonler lists, (c) unfairly competed witb 

NCI's business, and (13) toitiously interfered with contracts between NCI and NCI's customers. The case has been removed to the United 
States District Court for the Southern District of Indiana, Indianapolis Division, and we have an extension to answer or otherwise plead unti 

June 33,2003. 

On or about April 26,2003, we were served with a petition filed by Powell Palmares in the District Cow of Nueces County, Texas, 105th 
Judicial District. We are not the only defendant in this action. In his petition, the plaintiff names nume~ous additional defendants, including 

Oblio Telecom, Northern California Telecommunications, Locus Telecommunications, Star TelecomNetwork, Astral Communications, 
Pacific Telecard, and Advanced Telecom Solutions, The plaintiff is seeking certification of a class consisting of all persons in Texas who 
allegedly purchased and used IDT's pre-paid calling cards and made calls to, or from, cellular telephone equipment. The damages sought 

have not yet been quantified. We filed our answer on June 2,2003. 

W e  are subject to other legal proceedings and claim which arise in the ordinary course of our business and have not been fmally adjudicated 
Although there can be no assurances in this regard, in the opinion of our manageme* such proceedings, as well as the aforementioned 

actions, will not have a material adverse effect on our results of operations, cash flows or financial condition. 

Item 2. CHANGES IN SECURITIES AND USE OF PROCEEDS 
During the third quarter of Fiscal 2003, Morris Lichtenstein, Executive Vice President of Business Development of IDT, Marc E. Knoller, 
Senior Vice President and a director of IDT, and Avi Stokar, Executive Vice President of MIS of our IDT Telecom subsidiary, exchanged 
9,000,25,000 and 11,500 shares of our conxnon stock, respectively, for an equal number of shares of our Class B common stock. These 

exchanges were made under the exemption from registration provided by Section 3(a)(9) of the Securities Act of 1933, as amended. 

Item 3. DEFAULTS UPON SENOR SECURITIES 
None 

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 
None 

Item 5. OTRER JXFORMATION 
None 
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Item 6 .  EXHIBITS AND REPORTS ON FORM 8-K 
(a) Exhibits: 

Exhibit 
Number Description 

10.64 1996 Stock Option and Incentive Plan, as amended and restated, of IDT Corporation (incorporated by reference to Form S 
filed June 5,2003 file no. 333-105865) 

10.65* Amendment to Stock Option Agreement under the Employee Stock Option Program between IDT Corporation and Joyce J 
Mason 

10.66* Amendment to Stoclc Option Agseement under the Employee Stock Option Program between IDT Corporation and Marc E 
Knolles 

10.67* Exchange Agreement, dated March 2 1,2003, between IDT Corporation and Morris Lichtenstein 

10.68" Exchange Agreement, dated April 8, 2003, between IDT Corporation and Marc E. Knoller 

10.69Y' Settlement Agreement, dated October 10,2000, between Tyco Group S.a.r.l., TyCorn (US) Inc., Tyco Internaional Ltd., 
Tyco International (US) Inc. and TyCom Ltd., on the  one hand, and IDT Europe B.VB .A. and IDT Corporation, on the 
other hand 

99.1 (a)* Certification of Chief Executive Officer 

99.1 (I)* Certification of Chief Financial Officer 
* Filed herewith. 

(b) Reports on Form 8-I<. 

None. 
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on if 
behalf by the undersigned, thereunto duly authorized. 

IDT CORPORATION 

June 16,2003 

June 16,2003 

By: IS/ JAMES A. COURTER 
James A. Courter 

Chief E~ecutive Officer and Vice-chairman 
(Principal Executive Officer) 

By: IS/ STEPHEN R. BROWN 
Stephen R Brawn 

Chief ~inancial Officer and Treasurer 
principal Financial Officer) 
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CERTIFICATION 
of the Chief Executive Officer 

I, James A. Courter, Chief Executive Officer of IDT Corporation (the "Company"), hereby certLfy that: 

(1) I have reviewed the report of the Company on Form 10-Q for the quarterly period ended April 30,2003, as Bed with the 
Securities and Exchange Commission (the "Repolt"); 

(2) Based on my knowledge, the Report does not contain any mime statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading wi 
respect to the period covered by the Repost; 

(3) Based on my knowledge, the financial statements and other financial information included in the Report fairly present in all 
material respects the financial condition, results of operations and cash flows of the Company as of, and for, the period presentec 
in the Report; 

(4) I, together with the other certifymg officers, am responsible for establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act rules 13a-14 and 15d-14) for the Company and have: 

(i) Designed such disclosure conbols and procedures to ensure that material infomation relating to the Company, including its 
consolidated subsidiaries, is made known to me by others within those entities, particularly during the period in which the 
Report was being prepared; 

(ii) Evaluated f ie  effectiveness of the Company's disclosure controls and procedures as of a date within 90 days prior to the 
fding date of the Report (the "Evaluation Date"); and 

(iii) Presented in the Report our conclusions about the effectiveness of the disclosure controls and procedures based on our 
evaluation as of the Evaluation Date; 

(5) I, together with the other cerkfyhg oflicers, have disclosed, based on our most recent evaluation, to the Company's auditors and 
audit committee of the board of directors: 

(i) All  sigmficant deficiencies in the design or operation of internal conbols which could adversely affect the Company's ability 
to record, process, summarize and report finahcia1,data and have identified for the Company's auditors any material ' 
weaknesses in internal controls; and 

(ii) any fraud, whether or not material, that involves nmgement or other employees who have a significant role in the 
Company's internal controls; and 

(6)  I, together with the other certifying officers, have indicated in the Report whether or not there were sigmficant changes in internal 
controls or in other factors that could significantly affect internal conirols subsequent to the date of our most recent evaluation, 
including any conective actions with regard to sigolficant deficiencies and material weaknesses. 

Date: June 16, 2003 

James A. Courtcr 
Chief Executive Officer 
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CERTLFICATION 
of the Chief Financial Officer 

I, Stephen R. Brown, Chief Financial Officer of IDT Colporation (the "Company"), hereby certify that: 

(1) I have reviewed the report of the Company on Form 10-Q for the quarterly period ended Apd 30,2003, as filed with the 
Securities and Exchange Commission (the "Report"); 

(2) Based on my knowledge, the Report does not contain any uume statement of a material fact or omit to state a matelial fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading wf 
respect to the period covered by the Repolt; 

(3) Based on my knowledge, the financial, statements and other financial information included in the Report fairly present in all 
m a t e d  respects the financial condition, results of operations and cash flows of the Company as of, and for, the period presented 
in the Report; 

(4) I, together with the other certi.f$ng officers, am responsible for establishing and maintaining disclosure controls and procedures 
(as defmed in Exchange Act rules 13 a- 14 and 1 Sd- 14) for the Company and have: 

(i) Designed such disclosure controls and procedures to ensure that material information relating to the Company, including its 
consolidated subsidiaries, is made known to me by others within those entities, particularly during the period in which the 
Report was being prepared; 

(ii) Evaluated the effectiveness of the Corllpany's disclosure controls and procedures as of a date within 90 days prior to the 
filing date of the Report (the "Evaluation Date"); and 

(iii) Presented in the Report our conclusions about the effectiveness of the disclosure controls and procedures based on our 
evaluation as of the Evaluation Date; 

(5) I, together with the other certifying officers, have disclosed, based on our most recent evaluation, to the Company's auditors and 
audit committee of the board of directors: 

(i) All significant deficiencies in the design or operation of internal controls which could adversely affect the Company's, ability 
to record, process, summarize and report financial data and have identified for the Company's auditors any material 
weaknesses inbtelnal controls; and 

(ii) any fraud, whether or not nlaterial, that involves management or other employees who have a significant role in the 
Company's internal controls; and 

(6) I, together with the other certifying officers, have indicated in the Report whether or not there were significant changes in internal 
controls or in other factors that could significantly aftect internal controls subsequent to the date of our most recent evaluation, 
including any corrective actions with regard to significant deficiencies and material weaknesses. 

Date: June 16, 2003 

/ s /  STEPHEN R. BROWN 
Stephen R, Brown 

Chid Financial Officer 

Powered bv: . . a 1 k WIZARD 
G E C  P O W E R  G E A R C H  
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UNITlED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washin~n;D.C.20549 ' . . 

FORM l O m K  
FOR ANMlTAL AND TRANSITION REPORTS PURSUANT TO 

SECTIONS 13 OR 15(d)'OF THESECURZTlES EXCHANGE ACT OF 1934 

ANNUAL W O R T  P U R S U M  TO SECTlON 13 OR 15(d) OF THE SECllRITTES E X W G E  
ACT OF 1934 FOR TBE E?E?XL YEAR ENDED JULY 31,2002, OR 

n TRANSITION REPORT KJRRXNT TQ.'SEC-TION 13 OR 15(d) OF. THE SECUELITIES 
EXCHANGE ACT OF 1934, , 

- Commission File Number: 0-27898 

(&act name of registrant as .spedfied in its chaetk) 

Delaware 22.3415036 
(Stafe of other jurisdiction ofincorporation'or orga6iration) a &LS. Employer libtiiication Number) 

520 Broad Street . 
Newark, New Je& 07102 

(Address of principal executive oBces, including area cdde) 

(973) 435-1000 
(Registrant's telephone nuniber, inclu- area code) 

S e b t i e g  registered pursuant to Section 12(b) of the Act: CO-II st+ pk Gue $.01 per share 
Class B Common Stock, par vaIue $.014per share 

(Title of class) 

Securities registered purrmant t o  Section U(g) of .the Act: None 

Indicate by check marlc whether the Registrant' (1) has Bed all reports required to be a d  by Section 13 or 15[d) of the 
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant w a ~  required 
to file suchreports), and (2) has been subject to 6uch filing requirements for the past 90 days. Yes No 

Indicate by check mark if disclosure of dehquent filers pursuant to Item 405 of Re-tion S-K is not contained herein, 
and will not be contained,. to the best of Re&-t's knowledge, in de5nTtive proxy or infonnation statkmenb incorporated by 
reference in Pari IU of this Form 10-K or any amendment to this Form 10-K, 

The a g ~ e ~ a t e  market value of the voting stock held by non-af6liates of the Registrant, based on the closing price on 
October 25,2002 of the Common Stock of $17.66 and of the Class B Common Stock of $16.30, as reported on the New Yo& 
Stock Exchange, was approximately $871 million Shams of Common Stock held by each officer and director and by each 
person who owns 5% or more of the outs.landing Common Stoclc (assuming conversion of the Re$strantYs Class A Common 
Stock) or Class B cbmmon Stock have been txcluded &om this computation, in that such persons may be deemed to be 
m e s  of the Registrant This determination of afEiliate status is not necessarily a conclusive determination for any other 
purpose. 

As of October25,2002, the Registrant had outstanding 25,020,972'shares of Common Stock, $01 par value, 9,816,988 
shares of Class A Common Stock, $.Dl par value, and'54,091,g55 Shares of Class B Common Stock, $.Dl par value. Included 
in these numbers 'are 5,419,963 shares of Common Stock and 4,019,163 shares of Class B Common Stock, held by IDT 
Corporation. 

DO-NTS INCORPORATED BY REFERENCE 

Certain infonnation in the Regisirant's deEnitive Proxy ~tatemen;for its 2002 h u a l  Meeting of &oclcholderr;,. which 
will be filed with the Securities and Exchange CommiS6bn pursuant to Regulation 14A, not later than 120 &ys afcer July 31, 
2002, is incorporated by reference ia Part 11 [Item 5) and Part (Item 10,11,12 and'13) of this Fonn ID -K .  
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Item 15. EXEXBITS, FINANCL4L STATEhdENl' S-DUUS, AND RFPORTS ON FORM 8-E 

(a) The foUowin,o documents are filed as part of this Report: 

Financial Statements. 

Finencia1 Statement Schedules. 

Schedule No. Description 

I. Valuation and Qualifying Accounts 

Description of Exhibit 

Restated Cert%cate of Incorporation of theRegistrant. 

By-laws of the Registrant. 

Certificate of Amendment to the Restatecl Certificate of Incorporation of the Registrant. 

Employment Apement between the ~ e ~ i s f r a i  and Howard S. Jonas. 

1996 Stock Option and Inceniive Plan, as mended and restated, of the Registrant. 

F m  of Stock Option Agreement under the 1996 Stock Option and Incentive Plan. 

Form of Registration Rights Agreement between certain stoclcholders and the Registrant. 

Lease of 294 Stab Skeet. 

Lease of 190 Main Street. 

Form of R2gisiratiori Rights Agreement between Howard S. Jonas and the Registrant. 

Employment Agreement between the Registrant and James ~ourter. 

Agreement betben CliB Sobel and the Re$trant 

Employment Agreement between the Re@trant and Hal Brecher, 

Employment A~eement between the Re@trant and Howard S. Jonas. 

Agreement and plan of Merger, dated Apd 7,1998, by and among f&ehc~egistrant, ADM Carp., 
InterExchmp"e, hc., David Turock Eric Hecht, Richard Robbins, Bradley Turock, Wai Nam 
Tam,, Mary Jo Altom and Lisa W y n e c .  

Secutities Purchase Agreement between the Registrant, Carlos Gomez and Union ~elec&d 
Alliance, U C .  . 

Credit Agreement, dated as of May 10,1999, by and among the Registrant, various lenders patty 
thereto, Lehman Co'mmercial Paper hc., CIBC World Markets Cdrp, and Bankers Trust 
Company. 

Pledge Agreement, dated as of May 10,1999, by and among the Registrant, certain subsidiaries of 
the Registrant and Bankers Trust Company, as Collateral Agent 

Security Agreement, dated as of May 10,1999, by and among the Registrant, certain subsidiaries of 
the Registrant and Bankers Trust Company, as Collateral Agent. 

Subsidiaries Guaranty, dated 'as of May 10,1999, by and among the Regisbant, certain subsidiaries 
of the Registrant and Bankers Trust ~ o & ~ a n ~ ,  as Collateral Agent 

Loan Agreement between the Registrant and Stephen Brown. 



Description of Exhibit 

Inwnet/Telecommunications Agreement, dated as of May 7,1999, by and between Re9strant and 
Net2Pbone, hc. 

Joint Marketing Agreement, dated as of May 7,1999, by and between Regictrant m d  NetZPhone, 
hc. 

IDT Services Agreement, dated as of May 7,1999, by and between Regislrant and NetZPhone, Inc. 

Net2Phone Services Agreement, dated as of May  7,1999, by and between Regi6trnt and 
Netzphone, Inc. ' 

Assi,~nment Agreement, dated as of May 7,1999, by and between Re&bant andNeWhone, Inc, 

Tax Sharing and Iademniiication Agreement, dated as of May7,1999, by aad between Registrant 
and NetZPhone, Inc. 

Separation Agreeqnt, dated as of May 7,  1999, by and between Regktrant and NeQPhone, Inc. 

Co-location and Facilities Management S e ~ c e s  Agreement, dated as of May 20,1999, by and 
between Re$frant and Net2Phone, Inc. 

Lease of 520 Broad Street, Newark, ,Npw Jersey, 

Amendment to Lease of 520 Broad Street, New& New Jersey. 

Option Agreemen$. .d as of March 3,2000, between IDT Corporation and AT&T C o p  

Amendment to Option Agreement, dated as of April 5,2000 between IDT Corporation and AT&T 
Corp. 

Subscription Agreement, dated as of March 24% 2000, between IDT Corporation,and Liberty Media 
Corporation. 

Amendment to Subscription Agreement, dated as of May 26,2000, between IDT Corporation and 
Liberty Media Corporation. 

Lcter P;greelnent, dated as of March 28,2000, between IDT Corporation, AT&T Corp. and 
Net2Phone, b c .  

Letter Agreement, dated as of March 30,2000, between IDT Corporation, ATdtT Corp. and 
NetZPhone, Inc. 

Conversion, Termination and Release Agreement, dated as of April 30,2000, between IDT 
Corporation, Terra Netwoflcs, S.A., Terra Networks USA, Inc., Terra Netwodcs Access Senrice6 
USA LLC and T e ~ a  Networks Jnteractive Services USA U C .  

StoclcExchange Agreemen$ dated as of April 18,2001, by and amon,. IDT Jnvesfments Inc., JDT 
Corporation, IDT America, Corp., 225 Old NB Road,'hc., 226 Old NB Road, hc., 60 Park Place 
Holding Company, Inc., Libeal Media Corporation, Microwave Holdirgs, L.L.C. and Liberty TP 
Mana~ernent, Inc. 

Stoclrholders Apement, dated as of November 26,1997, by and m n g  Teligent, LC., Microwave 
Services,'Inc., Telcom-DTS Investors, L.L.C. and W A & T  Investment Lnc. (Incorporated by 
reference to Exhibit 2 to Schedule 13D, filed by The Ass~ciated Qoup, Inc. and Ecrowave 
Services, Inc. on December B, 1997 with respect to securities of Teligent, Inc.) 

Registration Rights Agreement, dated as of March '6,1998, by and between Tdigenf Inc. and 
lMiclbwave Services, Inc. (Incorporated by reference to W b i t  6 to Amendment No. 1 to 
Schedule 13D,'£iIed by The Associated Group, Inc. and Microwave Services, Inc. on March 9, 
1998 with respect to securities of Teligent, Inc.) 
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Stoclrholdm A~eement, dated as of Jczmry 13,2000, by and among Alex J. Mandl, Liberty 
Media Corporation, Telcom-DTS Investors, L.L.C. and Microwave Services, Inc, (hcorporated 
by reference to Exhibit 7(i) to Schedule 13D, filed by Liberty AGI, Inc. on January 24, 2000 with 
respect to securities of Teligent, Inc.) 

hendment  to the Employment Ageernent between the Registrant and Tames A, Courter 

Amendment No, 2 to the Employment Agreement between the Registrant and James A. Courter 

Asset Purchase Agreement, dated December 18,2001, between IDT Winstar Acquisition, hc., 
Winstar Communications, Inc, and t6e subsidiaries of Winstar listed on Appendix 1 thereto, 

Employment Agreement between the Registrant and Howard S. Jonas. 

Subscription Agreement, &ted as of August 11,. 2000, by and between Net2Phone and AT&T. 

Stock Purchase Agreement, dated as of August 11,2000, by and between AT&T, IDT and IDT 
h~estments. 

Toling Agreement dated as of August 11,2000, by and betmen TTelTecb and IDT Investments. . . .  

Limited Liability Company Apeement, dated as of October 19,2001, of NetZPhone Holdings, by 
IDT D-U 

Amended and Restated Limited Liability Company Agreement, dated as of October 19,2001, of 
Net2Phone Holdings, by and among AT&T, TTelTech, IDT and IDT D-U 

Second Amended and Restated Limited Liability Company Agreement, dated as of October 19, 
2001, of Net2Phone Holding6, by and among ATBT, ITeITech, IDT, IDT D-U, IDT Investments, 
Liberty Media and LMC' 

Stoclrholders Agreement, dated as of May 13,.1999, by an'd among IDT, ClifFordM, Sobel, 
Net2Phone and the additional investors listed on Schedule A thereto. 

Amended and Restated.Limited Liability Cornfie Agreement, dated as.of November 8,2001, of 
IT stock' by NetZPhone Holdings. 

Amendment No. 1 to the Second Amended and Restated Limited Liability Company Agreement, 
dated as of October 31,2001, of NeQPhone Holdings, by and among AT&T, EelTech, IDT, IDT 
D-U, IDT hvestments, Libeiry Media and LMC. 

Amendment No. 1 to Securities Purchase Agreement, dated April 24,2002, by and among the 
Registrant, UTCG Holdings LLC and Union Telecard Alliance, LLC. 

Amended and Restated Operating Agreement of Union Telecom Alliance, LLC, dated April 24, 
2002, by and among UTCG Holdings U C ,  IDT Domestic-Union, LLC, the Registrant and Union 
Telecard AViance, LLG. 

Amended and Restated Distribution Agreement, dated April 24,2002, by and between IDT 
Netherlands, B.V, and Union Telecard Alliance, LLC. 

Unit Purchase Agreement dated April 10,2002, by and among WCI Capital Corp., Dipchip Corp., 
the Registrant and Winstar hidings, LLC. 

Lock-up, Registration Rights and Exchange Agreemenf dated June 6,2000, by and between the 
Re,Gkant and Liberty Media Corporation. 

Letter Agreement, dated April 22,2002, by and between Charles Gamer and the Re@rant 

Employment Agreement, dated February 4,2002, by and between the Registmnt and E. Brian 
Finkels tein. 



10.60* h n e n h e n t  'to tbe Employment Agreement, dated October 24,2002, bemeen the Regispant and 
E. Brian FhkeIstein. 
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21.0 1 * Subsidiaries of tbe.Registrant. 

23.OlY: Consent of Ernst & Young LLP. 
99.1 (a)* CerIk6crttion of Chief Executi~e Offics 

99.1 @) * C d c a t i o n  of Chief Financial Officer 

"ed h'erewiffi 
(I) incorporated by reference to Form S-1 Eled February 21,1996 5I.e no. 333-00204. 
(2) hcorpmated by reference to Fonn S-1 .filed January 9,1996 fie no. 333-00204. 
(3) Incorporated by reference to Form S-8 5led January 14,1996 Be no. 333-19727. 
(4) Incorporated by reference to Form S-1 .filed March 8, 1996 file no. 33'3-00204. 
(5) ~ncorporated by reference to Form 10-K far the fiscal year ended July 3 1, 1997, Bed October 29,1997, 
(6) Incorporated by reference to Form S-1 filed March 14,1996 file no. 333-00204. 
(7) Incorporated by reference to Form 10-UA for the fiscal gear ended July 31, 1997, fled February 2,1998, 
(8) lacorporatkd.by ~eference to Form%K filed April 22, 1998,' ' 

(9) Incorporated by reference to Form 10-KIA for the .fiscal year ended July 31, 1998, filed December 4, 1998. 
(10) Incorporated by refmence to Form 10-Q for the fiscal quatter ended January 3;1,1999, filed March 17, 1999. 
(11) Incorporated by reference to Fonn 10-Q for the fiscal quaster ended April 30,1999, filed June 14,1999. 
(12) Incorporated by reference to Form 10-K for f!x fiscal year ended July 31, 1999, filed November 4,1999. 
(13) Incorporated by reference to Form 10-Q for the fiscal quarter ended April 30,2001, filed l h ~ c h  12,2000. 
(14) Incorporated by reference to Form 8-K Bed March 31,2000. 
(15) Incorporated by reference to Schedule 14C Bed June 12,2000. 

' 

(16) Incorporated by reference to ~ o r m  10-Q for the K6ca.I quarter inded April 30,2000, Bed June 14,2D00. 
(17) Incorporated by reference to Fonn 10-Q for the fiscal quarter ended October 31, 2000, filed December 15, 

2000. 
( lg)  Incorporated by reference to Form 10-Q.for .?he fifical qua$& ended January 31,2001, filed March 19,2001. 
(19) Incorporated by reference to Schedule 13D Bed on April 30,2001. 
(20) Incorporated by reference to Fom 10-Q for the fiscal quarter ended October 31, 2001, Bed December 17, 

2001. 
(21) Incorporated by reference to Form B-K filed January 3,2002, 
(22) Incorporated by riference to FOE& 10-Q for the fiscal qu-r ended A p d  30,2002, Ued June 14,2002. 
(23) Incorporated by reference to Schedule 13D fled on August 21,2000, with respect to NetZPhone, by 1DT 

huestments, IDT and Howard S. Jonas. 
(24) Incorporated by reference to Schedule 13D, f2ed on October 25, 2001, with respect to NetZ&one, by 

NeQPhone Holdings, L.L.C., IDT Domestic-Union, LLC, IDT Investments Inc., IDT Nevada Holdings, 
Inc., D T  Domestic Tdecom, Inc., IDT Telecom,.Ihc., IDT Corporation, Koward 5'. Jonas, ITelTech, E C  
and ATBrT COT. 

(25) Incorporated by reference to Fom S-1/A of NetZPhone filed June 20,1999. 
(26) Incorporated by reference to schedule 13D, filed on November 15,2001, with respect to NeaPhone, 6y TT 

Stock, NeQPhone Holdin~s, IDT D-U, JDT Investments, IDT Nevada, @T D-T, IDT .Telecom, DT, 
Howard S. Jonas, ITeITech and AT&T. 

(b) Reports on Form 8-K 

0n.August 28, 2002, the Registrant filed Amendment No.1 to its Current Report on Form 8-K onP.inaQ 
filed on January 3,2002. 



SIGNATURES 

P&EUE.U~ to t h e  requirements of Section W ox U(d) of be Securities Exchange Act of 1934, the 
reg-kant h duly cawed this Annual Report on Form i0-K to  be signed on its behaif bg,the undersigned, 
thereunto duIy. authorized. -. . 

By: ' Id JA~ / IES  A. COLRTER 
James A.. Courter 

Vice Chakmm and Chief Executive Officer 

Date: October 29: 2002 

Pursuant to the requirements of the Securities Exchange Act of 1934, this Report on Fcm 10-K has 
been signed by the following persons on behalf of the Regbtrant and in the capacities and on the dates indicated 
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CERTIFICATIONS 

I, James A. Courter, Chief Executive Officer of IDT Corporation, certify that: 

I. I have reviewed this annual report on PO& 10-K of IDT Corporation; 

2. Based on my knowledge, .this annual report does not contain any u n h e  statement of a material fact or 
omit to stete a material fact necessary to make the statements made, in light of the circumstancts under 
which such statements were made, not misleading with respect to the period covered by this m u d  
report; and 

3. Based on my knowledge, the Zlnancial stafements, and other h n c i a l  information included in fhis 
anmaI report, fairly present in all material respects the financial condition, results of opbrations and 
cash flows of tbe registrant as of, and for, the periods pres~nted in this annual report 

Date: October 29, 2002 

lsl JAMES A. COURTER 
James A. Courter 



I, Stephen R. Brown, Chief Financial officer of IDT ~or~oration, certify that: 

I. I have reviewed tbis annual report on F o m  10-K of .IDT Corporation; 

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or 
amit to state a material fact necessary to make the statements made, in light of the circumstances under 
which such statements were made, not misleading with respect to the period covered by this annual 
report; and 

3. Based on my knowledge, the &cia1 statements, and ather h c i d  information included in this 
annual report, fairly present in all material respects the financiril condition, results of operations and 
cash flows of the reatrant as of, and for, the periods presented in ti& annual report 

Date: October 29,2002 

/B/ STEPHEN R. BROWN 
Stephen R Brom 
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The 33 oard of Directors and 5tocl;holders 
IDT Corporation 

We have audited the accompanying consolidated b.alance b e t s  of IDT Corporation (the "Company") as of 
July 3 1, 2001 and 2002, and the related consoIidated statements of operations, stocIrholders' equity and c,ash 
flows for each 0-5 the three years in the pmhd ended July 91, 2002, Our audits also included the b c i a l  
statement s b d u l e  listed in the Inde;: at Item 15(a), These Knancial stateslRnts and schedule mc the 
responsibility af the Company's management, 0ur.responsibility is to express an opinion on these .ELllmcial 
statements and schedule based on our audits. 

We conducted our audifs in accordance with auditing standards generally accepted in the .United States. 
Those standards require that we plan and perfom the audit to obtain reasonable assurance about whether the 
&zincid statements are h e  of material misstatement. An audit indudes exsminjog, on a test bash, evidence 
supposting fhe amaunts and disclosures in the financial stakments. An a d i t  also includes assessing the 
accounting principles used and si,D;niticant e s k t e s  made by management, as well as evaluating t h ~  overall 
fjnancial swment presentation. We beLieve that our audits provide a reasonable basis for our opinion, 

h our opinion, the hancial statements referred to above present fairly, in all material respects, the 
consolidated hancial position of the Company at July 31, 2001 and 2002 and the consolidated results af its 
operations and its cash flows for each of the three years in the period ended July 31., 2002, in conformity with 
accomting principles generally accepted in the United States. Also, in our opinion, the related financial statement 
schedule, when comidesed in relation to the basic £bancia1 6ta.tements taken as a whole, presents fairy ir all 
mtesial respects the information set forth &erein. 

New Yo& New Yo& 
October 24,2002 







IDT CORPOMmON 

CONSOLJDATEI, STA'IXMENTS OF STOCKHOLDERS' EQUITY 
(in thousands, except share data) 

Class B 
Common Stodc 

Accumu~otcd~ 
Additlend Other ~chxlncd Zbld 

Paid-In Treasury Compml~ensi,~e Earning8 Slocld~olders' 
Copihl Stock hcome FOB) @elicit) EquiQ -- 

$317.022 $ - 8 - $(41.123) $1276,579 
14,508 - - - 14,534 

111262 - - - 11,262 
- - - - - 
117 - - - 117 
985 - - - 985 

128,574 - - - 128,648 
- - (94,044) - (94JJ44) 

Common Stodc 

Shares Amount Sheres Amount 

34,012,612 $340 
1,310,700 13 

- - 
Balance at July 31,1999 ................................. 

............................... Exercise of stock options 
Income lax benefit fmm stock options exercised ............. 
Conversion of Class A common stock to common stock ....... 
Exerciseofwmnk ................................... 
Modification of stock options ............................ 
Issuance of common stock and Class B common stock ........ 
Change in unrealized gain (loss) in available-for-sale securities . - 

..................... Foreign currency kanslation adjustment - 
...... Repurchase of common stock and Class B common stock. (3,142,735) 

Net iucome far the year ended July 31,2000 ...... : .......... - 
Comprehensive income .................................. 

Balance a t  July 31,2000 ................................. -25,959,256 
Exercise of stock options ................................ 698,451 
Income tiax benefit from stockoptions exercised .............. - 
Conversion of Class A cottunon etnck to common stock ........ 153.245 
Issuance of stock options ................................ - 
Modificetion of sLoclc options ............................. - 
Issuance of Class B common stock. ........................ - 
Change in unrealized gain (loss) in available-for-sale securities . . - 
Foreign currency Lranshtion adjustment ..................... - 
Repurchase oPmmmon stoclc and Class B common stock. ...... (4,019,163) 
Netincome for the year ended July 31.2001 ................. - 
Comprel1=nsive income. ................................. 

Balance a t  July 31,2001 .22,791,789 ................................. 
Exercise of stock options 1,906,594 ................................ 
Income tax benefit fmm stock options exercised .............. - 
Conversion of common stock to Class B common stock ........ (3,726,949) 
Modification of s h k  options ............................. - 
Issuance'dfcommon stock for qcquisitions .................. - 
Change in unrealized gain (loss) in  available-for-sale securities . . - 
Foreign currency tcansiation adjustmen~ ..................... - 
Reputchase of common stock ............................. [1,400,&00) (14) 
Net loss for the yew ended JuIy 31,2002 - - .................... 
Comprehensive loss .................................... 

Balance a t  July 31,2002 .................................. 19,568,634 $196 - - 
See accompanyiug notes to consolidated hnaucid statements. 





NOTES TO CONSOLZDATE13 W C I A L  STATEMENTS 
July 31,2002 

1. Summary of Significant Accounting Poliues 
Description of Business 

IDT Corporation r7D"r"' or the "Company") is a facilities-based multinational communications company 
that provides services and products to retail 'and wholesale customers worldwide, including prepaid debit and 
rechgeable calling cards, consumer long distance services, and wholesale carrier services. Tbe Company also 
operates several media and entertainment-related businesses, most of which are cwently in the early stages ~f 
development. 

Winstar Holdings ('Winstar"), a wholly owned,subsidiary of IDT, is a broadband and telephony service 
provider to commercial and governmental customers. Through its fixed-wireless and fiber imhstructure, Winstar 
offers local and long distance phone s e ~ c e s ,  and high speed Internet and data communications solutions. 

On May 4,2001, the Company declared a stock dividend of one s h e  of Class B common stock for evesy 
one share of common stock, Class A common stock and Class B common stock IDT distcibuted the dividend 
shares on lVIay 31, 2001 to shareholders of record on May 14,2001, The stock dividend has been accounted for 
as a stock split md all references to &e number of common shares, per common share amounts and stock options 
have been restated to give retroactive effect to the stock dividend for all periods $resented, The Class B common 
stock commenced trading on the New York Stock &change on June 1,2001 under the ticker symbol TDT. B". 

Until August 2000, the Company also provided Internet telephony services through its majority owned 
subsidiary NegPhone, Inc. ('WetZPhone"). On August 11,2000, the Company completed the sale of 14.9 million 
shares of its holdings of Newhone's Clam A common stock at a price of $75 per share, to ITelTech, L C  
('"ITelTech"), a Delaware limited Liability company controlled by AT&T Corporation (^'ATBY). In addition, 
ITelTech purchased four million newly-issued shares of Class A common stock kom Neehone  at a price of $75 
per share. These bansactions reduced the voting stake of IDT in NetZPhone from approxjrnately 56% to 21% and 
its economic stake in NeUPhone £ram approximately 45% to 16%. In recognition of these transactions, the 
Company recorded a gain. on sales of subsidiary stock of $1.038 billion during the year ended July 31,2001, and 
deconsolidated Net2Phone effective August 11,2000. Accordingly, the Company accounted for its imesbent in 
Net2Phone subsequent to the deconsolidation usiq the equity method of accounting. 

On October 23, 2001, IDT, Liberty Media Corporation ('Ziberty Media") and AT&T formed a limited 
liability company ("LLC"), which 'bough a series of  actions among DT, Libeq Media and AT&T now 
holds an aggregate of 28.9 million shares of Net2Phonds Class A commori stock representing approximately 
46% of Net2Phone's outstanding capital stock. Because the U C  holds ~ l a s $  A common stock with two votes 
per shae, the LLC has approximately 63% of the shareholder voting power in NetZPhone. IDT holds fhe 
controIling membership interest in the LLC and is the managing member of the LLC. Through July 31,2002, the 
Company accounted for its investment in the us* the equity method since its control of the LL,C was 
deemed to be temporary due to unilateral liquidation ri$k held by each of the LLC members, As of July 31, 
2002, IDT'S equity investment in NeQPhone was 19.2%. 

In August 2001, the Financial Accounting Standards Board ('"FASB") issued Statement of Financial 
Accountin,o Standards ("SFAS? No. 144, Accounting for the lilzpainnent or Disposal of Long-Lived &sets, 
which addresses hancial accounting and reporting for the impairment or disposal of 1on:-lived asseQ t s d  
supersedes SFAS No. 121, Acco~~nting for the hzpainnent of Long Lived Rrsets to be Disposed Of, and the 
accountin,. and reporting provisions of Accounhg Principles Board ("APB") Opinion No. 30, Reporiing the 
Results of Operations for. a Disposal of a Segment of a Business. SFAS No. 14.4 also amends Accounting 
Research Bulletins ("ARB" 51), Colzsolidated Filzancial Statements, as amended by SFAS No. 94, Co71solidntio~r 
of ALL, Majority-Owned Subsidialies, to eliminate the exception to consolidation for a subsidiary for which 
control is Wcely to be temporary. IDT wil l  adopt SFAS No. 144 as of Augst  1, 2002, and wiU thus no longer 



account for its ininvpskmnt in Newhone under fha equity method of accountingP Therefore: effectivt August 1, 
2002, NstZPhonc wilI be nconsolidatsd The consolidation wiU re~ulf in the inclusion bf IDT's &d NetZPhone's 
results of operbtioms rmd hancial position be-g Anapt 1, 2002. Tbi6 change in accounfig..will not change 
the net income or loss that would have been reported had the Company conkued 6, account for its invesimtnf in 
Net2Phone under.fbe equity method of accounting. S-bed SnanciaI i n f o n  for NeQPhone as of  and 
for the yem ended July 3 1 is as foJlows: 

' 2001 - 2002 

(in thoyands) 
ToLa'mment afiW $287,572 $ 114,138 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Toidassets ........ 411,403 171,696 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Workingcapital 218,100 60,321 
Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  150,198 137,855 
LOSS from operations (240.210) (257,794) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Basis of Corzsolidation and Accouizring for- r7z~esezazrs 

Tbe consolidated financial statements include the account6 of IDT and ali companie~ in which D T  has a 
controIling voting interest that is not temporary C'subsidiaiies"); as if IDT and its subsichies were a singie 
company. Sim&cant inrtrcompany accounts and transactionr between the consolidated companies have been 
eliminated. 

Invesbmts in  companies in which IDT bas siD..niant idhence, but less than and other than temporq 
mnkoIling v o w  &esi are accounted for &.o.tb equity method of accepting. Investmyts in companies i n .  
which SDT does not have an other than' tsmporary controIling interest or h ownership and voiing inieres~ 60 

large as to exert sim&apt innuence are accounted for at m&t value if the investmcnb are publicly kaded and 
there are no. resde r~ifiirictions, or at cost, k? the sale of a publiclY-kaded investment is res~cted  or if the 
investment is not publicly traded. Due to the adoption of SF& No. 144, effective Auplst 1, 2002, IDT wiu 
consolida% all companies in which it has a conholhg vofing inreresf regardless of whether that confro] is 
temporary. 

The effect of any changes in IDTs ownership interests resulting from the issuance of equity capiM by 
consolidated subsidiaries or equity ininvtees to unaf&hed parties is included Li gain OD sales of s d s i d i q  
stock. 

ReclassL'fications 

Certain prior year amounts have been reclassified to confom to the cmmt gear's 

Use of Estimates 

n e    reparation of financial statements in conformitr with accoundng principb generdy accepted in &e 
United States reqviies management to make estimates and assumptions that affect the mounts repo~ed in fhe 
bancia] statements and accompanying notes. Actual results may differ from those estimates. 



, IDT CORPORcSTION 

NOTES TO' CONSOLIDATED FJNANCIAL STATEMENTS-CCantinnedJ 

Communications services are. recognized as revenue when serviws are provided. Revenue on sales of 
prepaid calling. cards is deferred upan activation of the cards and recognized as the card balances are 
decremented based on ninute usage. and service charges. 'Unused balances are zeco,anized as revenue upon 
expiration of the calling cards, which is ge.nerdllJr the later of six months from tbdate  of fist use and twelve 
months from activation. 

Revenues at our Winsta~ segment related to high-speed Internet and data services and local and long- 
distance voice services are reco,.nized when services are provided. 

Purchase ofNetwork Cnpacit)) 

Purchases of network capacity pursuant to hdefeasible Right of Use ("JRU") agreements are capitalized at 
cost and amortized over &e term of the capacity agreement, which is generally 15 years. Historically, we have 
not been a provider of network capacity. 

Dit-ect Cost of Revenues 

Direct cost of revenues con&& primarily of termination costs, toll-he costs, and network costs-including 
customedcarrier interconnect charges and leased fiber circuit charges. Direct cost of revenues also includes 
connectivity costs for the Winstar's fixed-wireless network backbone and lease payments for Winstar's network 
of buildings, Direct cost of revenues excludes depreciation and amortization. expense. 

P~operty, Plan? and Equipment 

Equipment, buildings, and furniture and'fmmes are recorded at cost and are depreciated using the shaigbt- 
line method over the estimated useful ' lhs of the assets, which range as follows: equipment-5 to 7 years; 
buildings--40 years; and furniture and fixtures-5 to 7 years. Leasehold improvements are depreciated using the 
shraight line method over the term of their lease or their esbated useful lives, whichever is shorter. 

Adve7-tisilzg Expense 

The majority of IDT's advertising expense relates to its consumer long distance business. Most of the 
advertisements are in print or television media, with expenses recorded as they are incmek. Some of the 
advertising for the consumer long distance business is also done on a cost-per-acquisition basis, where the 
Company pays the provider of advertisiq based on a fixed amount per each cus tom who becomes a subscriber 
of its services. h such cases, the expeBFs are recorded based on the 'number of customers who were added 
during the period in question. 

For the years ended July 3 1,2000, 2001 and 2002, advertising expense totaled approximatdy $46.7 million, 
$1 7.1 million and $1 6.0 million, respectively. 

During the year ended July 31, 2000, the Company incmed approximately $28.0 million of costs to 
terminate advertising arrangements: These advertising termination costs are included in seUing, general and 
administrative expenses in the accompanyjng consolidated statements of operations. No advertising termination 
costs were incmed for the years ended July 31,2001 and 2002. 
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Costs for the internal development of new software products and mrbstential enhancements to exist& 
software produits to be sold are expensed as incurred until ~ ~ o l o ~ c a l  feasibili?y has bem estabkhed, at 
which time any additional costs are capitalized For the yem ended July 31,2000,2001 and 2002, research and 
development costs totaled approximately $4.7 W o n ,  $2.5 million and $1.0 million, sespectively. 

Capitalized llzter7ut Use S~fiwat.e Costs 

The Company capitalizes certain costs incured in connection with bvelophg or obtaining internal use 
software. These costs consist of payments made to.third parfies and the salaries of ekployees worldng on such 
software development. For the years ended July 31, 2000, 2001 and 2002, the Company has capitalized $8.6 
million, $2,5 million and $1.4 million, respectiveIy, of internaluse sohare costs as computer software. 

Repuira and Maintenance 
' ! 

We charge the cost of repairs and maintenance, including the cost of replacing minor items not constituting 
substanw betterment, to selling, general and Rdminifi&~fi~a expenses as these costs ate incuned. 

Long-Lived Assets 

In accordance with SFkS No. 12.1, the Company ~e~iews its long-lived assets and certain identifiable 
intangibles for impairment whenever events or changes in cir~01116tances indicate fhat the canyjnp" amount of an 
asset may not be recoverable. The analysis of the recoverability utilizes undiscounted cash flows. me 
measurement of the loss, if any, will be cpZculated as the amount by which the can-ying amount of the ~ s e t  
exceeds tEie fair value: 

Cmlz and Cash Equivalents 

The Company considers all highly liquid investments with a maturity of three months or less when 
purchased to be cash equivalents. C a ~ h  and cash equivalents are canied at cosf which approximates, m.a&et 
value, At July 31, ZOO1 and 2002, the C~rnpany had 89% and 60%, respectively, of its cash and cash equivalents 
in three and two financial institutions, respectively. 

In June 2001, the FASB issued SFAS No. 142, Goodwill rwld Other Intangible Assets. Under the new Mes, 
moodwill and intangible assets deemed to have indefinite lives will no l o n p  be amorljzed but are subject to 
5 

impairment tests, performed at least annually, in accordance with the Statement. Other intangible assets will 
conhue to be amortized over their useful lives. 

Licenses are amortized over 5 yem usin,p the strai~ht-line method. Costs associated with obtaining the right 
to use trademarks and patents owned by third parties are capitalized and amortized on a straight-line basis over 
the tern of the trademark licenses and patents. Acqulred core techr~ology is amortized over 3 to 5 years. The 
Company systematically reviews the recoverability of its acquired licenses and other intangible assets to 
determine whether an impairment has occuned. Upon determination that the carrying value of acquired licenses 
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and other intangible assets will not be recovered based on the undiscounted future cash flows of the acquired 
business, the'carrying value of sucb acquired licenses and other intangible mseB would be deemed hpaired and 
would be reduced by a charge to operations in the amount that the cacTyiag vdue exceeds the fair value,. 

Foreign Currency Trandation 

Assets and liabilities of f o r e i p  subsidiaries denominated in foreign cmencies at July 31 are hanslated at 
year-end rates of exchange and monthly results of operations are translated at the average r h s  of exchange for 
that month. Gains or losses resuliing from transla.tin,o foreign cmency financial statements are recorded as a 
separate component of accumulated other comprehensive loss in stockholders' equity. 

Income Taxes 

The Company reco,pnizes deferred tax assets and liabilities for the future tax consequences athibutable to 
difEerences between the h ~ n c i d l  statements carrying mounts of existing assets and liabilities and their 
respective tax bases. A valuation allowance is provided when it is more lihely than not that some portion or all of 
a deferred tax asset will. not be realized. The ultimate reahation of deferred tax assets is dependant upon the 
generation of future taxable income during the period in which related temporary @erences become deductible. 
Management considers the scheduled reversal of defemd tax liabiliities, projected future taxable income and tax 
planning strategies in this assessment. Deferred tax assets and liabilities are measured using the enacted tax rates 
expected to apply to taxable income in the years in wbich those temporary dif€eremes are expected to be 
recovered or settled. The effect on defmed t u  assets and liabilities of a change in in rates is reco,&ed in 
income in the period that includes the enactment date. 

Earnings Per Share 

B asic  earning^ per share is computed by dividing the net income Ooss) attributable to common stoclcholders 
by the wei@ed average number of com~&n shares outstanding durinp~ the period. Diluted earnings per s h e  
adjusts basic e h g s  per share for the effects of convertible securities, stock options, warrants, contingently 
issuable shares and other potentially dilutive hartcia1 instnunents, only in .the periods in which such effect is 
dilutive. 

T~uherability Due to Cel-tnir? Concentrations 

Financial insbxments that potentially subject the Company to concenkation of credit risk consist principally 
of cash and cash equivalents, marlcetable securities and kade accounts receivable. Concentration of credit risk 
with respect to trade accounts receivable' is limited due to fhe large numba of customers in various geographic 
regions compnsiig the Company's customer base. No single customer accounted for more than 10% of 
consolidated revenues in Fiscal 2002. However, our 5 largest customers accounted for 15.2% of consolidated 
revenues in Fiscal 2002. This concentration of revenues increases our rislr associated with nonpayment by these 
customers. 

Tne Company is subject to risks associated with its international operations, including changes in exchange 
rates, difficulty in trade accounts receivable collection and longer payment cycles. 

Management regularly monitors the creditworthiness of its domestic and international 'customers and 
believes that it has adequately provided for any exposure to potential credit losses. 



The estimated fair value of fiaancial ihstruments has been determined using avaikble market information or 
othes appropriate valuation methbdolo&es, However, considerable jud,gment is required ineinterpre.ting market 
data to deyelop estimates of fair value. Consequentlyi the eslimates are not necessarily indicative of the mmunts 
that could be realized or would be paid in a cuaent d t  exchange. At July 31, 2002, the carrying value of he 
Company's wade accounts receivable, other cunent'assets, trade accouats payable, accrued expenses, deferred 
reven-, capital lease oblig~tions and other current liabilities approximate fair value. , 

Stock Bused Compensation 

As permitted under SFAS No. 123, Accounting for Stock-Based Compensation (LLSFAS 123"), the Company 
appEes APB No. 25 in accounting for its stock option plans and, accordingly, compensation cost is recorn- 
for ib stock options only if it relates to hon-qualified srock optiom for which the exercise price was less than the 
fair market value of the Company's common stoclc or Class B common stock as of the date of grant. The 
compensation cost of these &ants is amortized on a straight-lioe basis over h i r  vestkg periods, The Company 
folloars the aisclosure only provisions of SSFAS 123 and provides pro foma disclosures of net income Qoss) and 
net income '~oss)  per share as if the fair value-based ue-method of accounting for stock optionk, as defined in 
SFAS 223, had been applied . . 

Recenrlp Issued Accounting Standards , . 

Tzl June 2001, the FASB issued SFAS No. 143, Accoulztin~for Retirement Obligations ("SFAS 143';). SPAS 
143 establishes accounting standards for the recognition and measurement of an asset refiremerit obbligation and 
its associated asset retkement oost It also provides accounkg ,pidance for legal obligations associated with the. 
reiirernent of tantanpble.lorcg-lived assets; The Company required to adopt SFAS 143 on Au,wt: 1, 2002 and 
expects that the provisions will not have a material impact on its consolidated finahcial statem~nts. 

In April 2002, the FASB issued SFAS No. 145, Rescission of FASB Statements No. 4, 4.4 nnd 64, 
hzend&zt of FASB Statenzt~zt No. 13, and Techzical Cairectioiv ("SFAS 145"). SFAS 145 updates, clarjjieg 
and simpmes eristing accounting pronouncembts. SFAS 145 rescinds Statement No. 4, which required all 
gains and losses &om extin,gu&ment of debt to be aggegated and, if m&rial, classZed as an m3aordina.y 
item, net of r e b d  income tax effect. As a resulz the criteria in APB Opinion No. 30, Reportiizg the ResuZts of 
Operutions Reporting the E f e c t ~  of Disposal of a Se,ment of a Bminess, and EXtl 'aardi~~(~~, Unusual arzd 
Infpeguently Occuning Events and Transactio~zs, will now be used to classify those gains and losses because 
Statement No. 4 bas been sescinded. Statement No. 44 W ~ S  issued to establish accounting requirements for b e  
effects of .hansition to provisions of the Motor Carrier Act of 1980. Because the transition has been completed, 
Statement No. 44 is no longer necessary. 

SFAS 145 amends Statement No. 13 to require that certain lease modifications that have economic effects 
similar to sale-leaseback transactions be accounted for in the same manner as sale-leaseback tmnsactiou. This 
amendment is consistent wifh the FASB's goal of rtquiring similar accounting treahent for transactions that 
have s i d a  economic effects. SFAS 145 also makes technical corrections to existing pronouncements. m e  
those con-ections are not substantive in nature, in some instances, they may chan,oe accounting practice. D T  is 
required to adopt SFAS 145, effective for Fiscal 2003. Upon adoption, any gain or loss on ex&pishment of debt 
previously classFfied as an extraordinary item in prior periods presented that does not meet the criteria of APB 
O w o n  No. 30, wiU be ~eclassified to conform with the provisions of SFAS 145. The Company does not expect 
the adoption of SFAS 145 will have a material impact on its consolidated financial statements. 



NOTES TO CONSOLfDATED E7NANCIA.L STATEMENTS-(Confirmed) 

In June 2002, the FASB issued SFAS No. 146, Accountirzgfor Costs krsociated with Exit or Disposal 
Activities ("SFAS 146"). SFAS 146 requires Companies to recognize costs associated with 'exit or disposal 
activities when they are incurred rather than at the date of .a commitment to an exit or disposal plan. Preyious 
accounthg ,guidance was provided by Emer,&g h u e s  Task Force ("EJTF') Issue No, 94-3, Liability 
Recognitionfor. Certain Enzplayee Temzination Benefits and Other Costs to ExZt an Activio (including Certain 
Costs Incuved in a Restructuring) (Em 94-31. SFAS 146 rephces EEB 94-3. The Statement is to be applied 
prospectively to exit or disposal activities initiated after December 31, 2002. The con&inY does not expect the 
adoption. of SFAS 146 will have a matarial impact on its consolidated financial statements. 

2. Marketable Securities 

The Company classifies all of its marlcetable ~ecurities as "available-for-sale securities." such marketable 
securities consist primarily US. Government Agency Obligations, which are stated at macket value, with 
unrealized gains. and losses in such securities reflected, net of tax, as "other comprehensive income Qoss)" h 
stockholders' equity. The Company intends to m&@n a liquid portfolio to take advantage of &vestment 
opportunities; therefore, a l l  marketable securities are ciassified as "short-term." The following is a summary of 
marlcetable securities as of July 3 1, 2002: 

Gross Gress 
Unrealized Unrealized 

Cosf Gains Losses Fair Yalm 
(in &onsands] 

Short-term 
Available-for-sale securities: 

U.S. Gove~nment Agency Obligations . . . . . . . . . . . . . . . . . .  $628,635 $3,490 $ - $632,125 
Other marketable securities . . . . . . . . . . . . . . . . . . . . . . . . . . .  32,269 - (5,663) 26,606 - - 

$660,9@4 - $3,490 - $15,663) $658,731 - - 
The following is a summary of marketable securities as of July 3 1,2001: 

Gross Gross 
Unrealized UnreaLized Fair 

Cod Gains -- Losses Value - 
(in thousands) 

Short-term 
Available-fox-sale securities: 

U.S. Government Agency Ohlippations . . . . . . . . . . . . . . . . . . . . . .  $1,150 $- $ (33) $1,117 
Other marlietable securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,3 18 - (3,946) 2,372 - - -- 

$7,468 $- $(3,979) $3,4K9 - -  -- - - -- 
Sales and realized ( ~ a i m )  losses from.the sale of available-f01-sale securities for the years ended July 31, 

2000,2001 and 2002 amounted to approximately $104.2 million and $(28.3) million, $162.0 million and $126.0 
million, and $742.9 mfion and $(I51 million, respective&. The Company uses.the specific idenscation 
method in computing the poss realized gains and ~ o s s  realized losses on the sales of marketable securities. 

During Piscal 2000, IDT sold approximately $55.0 million of held-to-maturity securities prior to thek 
maturity dates and recorded a loss of approximately $1.2 million. The securities were sold to fund ce~ta in  
transactions. In coimection with these sales, marketable securities with a cost basis of approximat&r $22.0 
million were reclassified as available-for-sale and through July 31,2000, wealized losses of approximately $0.8 
million were included in accumulated other comprehensive loss. 
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4. Goodwill, Licenses and Other htangibIes 

h June 2001, the FASB issued SFAS No. 142. Under the new rules, goodwill and intangible assets deemed 
to have indebite li%s would no longer be amorfized but r~ther be subject to impairmmt tests performed at least 
annually, in accordance with the Statement. OtheI iutaqible assets would continue to be amortized over their 
useful lives. 

The Company chose to early adopt the new rules on accounting for goodwill ajld other intangible assets and 
began to apply them beginning in the Krst guaxter of FiscaI 2002. As such, the Company performed the required 
impairment tests of goodwill as of Augu t  1, 2001, and, as aresult, the Company recorded an impairment, chaqe 
of $147.0 million, net of income taxes of $3.5 million Tbe impairment charge was recorded in the &st quarter of 
Fiscal ZOO2 ar a cumulative effect of a change io sccounfing.principlele In determining the impairment c h a r ~ ,  the 
Company obt&&I 'm independent valuation of the underl@g assets in which discounted cash flows analy~es 
were utilized. As a result, it was determined that the fair value of certain reporting units were less than their 
canying values. The implied fair value of goodwiJl was then determined to be below its carrying value. As a 
result, the Company recorded an impairment chyge to reduce the fair value of goodwill attributable to fhese 
reporting units to its cmrying value. 

During the year ended July 31, 2002, the Company recorded goodwill of $4.9 million as a result of 
acquisitions, primarily in the Company's Media business segment. The table below recanciles the change in the 
c-g amount of ~oodwiU by operating se,ment for the period from July 31,2001 to July 31,2002: 

Wholesale ReM 
Telecommnnications Teiecomrrmnications Internet 

. Services Services W@ Telephony Media Corporate Total -- 
(ii thousands) ' 

- 
Balance as of July 31,2001 $ 44,148 $ 104,211 $- $- $29,934 $- $178,293 
Effect of adoption of 

SFAS No. 142 . . . . . . . , . . . (4,148) (103,635) - - (2,725) - 
- 

(150,508) 
Acquisitions during ZOO2 . . . 446 - - 4,471 - - - -  4.917 
Balance as of July 31,2002 $ - $ 1,022 $- $- $31,680 $- $ 32,702 - - -  - - -  



The foQowing table presents the impact ,of SFAS No. 142 on income (loss) before extca~rdinary item and 
cumulative effect of accounting change, net inconie (loss) and earnings per share had the siapdard been in effect 
for the years ended July 3 1,2000 and 2001: 

Year Ended July 31, 
2000 U)Ol 2002 '. - -  
Tm th~wands, escept per share data) 

Income (loss) before extraordine item and 
oumuLative effcct o f  acc021~.ting c h p e  ...................:......... $233$26 $53Zl359 $(156,366) 

. . . . . . . . . . . . . .  Addback:goodaamortization.' . . . . . . . . . . . . . . . . . . . . .  14,926 16,313 - 
Adjusted incqm (loss) before exfiwrdinary item - 

and cumulative effect of accountinp" change . . . . . . . . . . . . . . . . . . . . . .  : . .  $248,752 $548;672 $(156;366) - 
Earnings per sbe-basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .$ 3.34 $ 1.79 $ (2.08) 
Add back: goodwill amortjzation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0.21 0.24 - - 
Adjusted earnings per~hare-basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3.55 $ 8.03 $ (2.08) - 
Earnings per share-diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3.11 $ 7,12 $ (2.08) 
Add back goodwill amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0.20 - 0.22 - 
Adjusted earnin~s per share-diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3.3 1 $ 7.34 $ (2.08) - 
Net income (loss] . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $230,850 $532,359 $(303,349) 
Add back goodm amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,926 16.3 13, - 
Adjusted net income (loss) . . . . . . . . . . .  : . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $245,776 $548,672 $(303,349) - 
Earnings per she-basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3.30 $ 7.79 $ (4.04) 
Add back goadwjll amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0.21 0.24 - 
Adjusted earnings per share-basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ ?:$I $ S.03 $ (4.04) 

Eaminps p e ~  share-diluted. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3.07 $ 7.12 $ (4.04) 
Add back goodwill, amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0.20 0.22 - 
Adjusted earnings per share-diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3.27 $ 7.34 $ (4.04) - 

The f~Ilou~irtg disclosure presents certain .information on the Company's Licenses and other htansble 
assets. AU licenses and inmgible assets are being amortized over their e s h t e d  useful lives, with no eitimated 
residual vdues. 

As of July 31,2002 
Amortized intangible assets: 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Licenses 
. . . . . . . . . . . . .  Core technology, tademark and.patents 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
As. ef July 3 1,2001 
Amortized intangbb assets: 

Licenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . .  Core technology, trademark and patents 

. . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Total ,. 

Weighted 
Av~verage Gross 

AmoL-tizafion Carrging Accmulated Net 
Period Amount Amortization Balance 

(in thousands) 
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Licenses and othw intangible assets amortization expense was $0.9 zdUion, $4.9 million and $3.8 million 
for the years ended July 31, 2000; 2001 and 2002, respectively. The Company esiirnates that amoaization 
expense of licenses and other hm,qible assets for each of the neit five fis'cal years ending July 31 will be 
approximately $5.1 million. 

5. Related Party Transactions 

The Company has entered into a number of ageernents with NetZPhone. Plrsuant to these agreements, 
during the years ended July 3.1,2001 and 2002, the Company billed Newhone approximately $56.8 million and 
$31.6 million, respecti~ely, and NeWhone billed the Company approximately $19.2 million and $16.1 million, 
respectively. In the year ended July 3 1 ,' 2000, Net2Phone was included in the Company's consolidated hancia.1 
statements and any amounts billed were eliminated in consolidation. The net balance owed to the Company by 
NetILPhone was approximately $19.3 million and $0.8 million as of July 3 1,2001 and 2002, respectively. . 

The Company currently leases one of its facilities in Hackensack, New Jersey .born a corporation which is 
wholly owned by the Company's f2bdmm. Aggregate lease payments under sucb lease was approximately 
$24,000 for the years ended July 31, 2000, 2001 and 2002. T$e Company made paj~ments for food related 
expenses to a cafeteria owned and operated by the son of the Company's chairman. Such payments were $0.1 

. million and $0.6 million in fiscal years 2001 and 2002, respectively. No payments were made to the cafeteria in 
Kscd 2000. 

The Company has obtained V*OU insurance policies that have been armiged through a.company affiliated 
with individuals related to both the Chairman and the General Counsel of the Company. The aEgregate p r & i m  
paid by the Company with respect to such policies was approximately $0.1 million, $2.2 million and $3.6 million 
for the years ended July 31, 20D0, 2001 and 2002, respectively. IDT retained the services of a private insurance 
consulting firm to ensure that these insurance policies were both necessary and seasonable. The commissions .that 
were earned on such premium6 are shared with several insurance wholesalers that access excess and surplus lines 
of insurance held by the Company. 

On December 13, 2001, IDT granted to its Chairman options to purchase 1 milion shares of IDT C h s  B 
common stock at an exercise price of $12.06 per share. The options were to vest over a period of 5 years, at a 
rate of 50,000 options per quarter, commencing on January 1,2002. On May 14, 2002, IDT's Cbaiman waived 
and agreed to the cancellation of any rights under ths options, and, as a result, aJ the options were cancelled 
retmactive to their December 13,2001 date of grant 

The Cbief Executive Officer and Vice-chairman of the Company is a partner in a law firm that has served 
as counsel to the Company since July 1996. Fees paid to this law firm by the Company amounted to $0.3 million, 
$0.0 million and $0.5 million for fiscal years ended July 31, 2000, 2001 and 2002 respectively. In addition, a 
Director of the Company is of counsel to a law fhm that has served as counsel to i%e Company since November 
1999. Fees paid to fbis iaw fbm by the Company amounted to $1.0 million, $3.1 d o n  and $6.3 d o n  for 
fiscal years ended July 31,2000, ZOO1 and 2002, respectively. 

In addition, the Company had loans outstanding to officers and employees aggregating approximately $7.7 
s o n  ind $10.3 million as of July 31, 2001 and 2002, respectively, which are included within "other assets" in 
the accompanyhg consolidated balance sheets. 
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All af fie Company's related party transactions are reviewed by rhe.Audit Committee of the'~om~a.uy's 
Board of bkectors. 

Sign5cant components of the Company's deferred tax assets and deferred tax Iiabilities consist of the 
foU0wing: 

Deferred tax assets: 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Unrealizedlosses on securities 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Bad debt reserve 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Ekercise of stock options 

Reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Charitable contributions 

Net operating loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . .  Defened tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ... 
Defened tax liabilities: 

. . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Defmed revenue .,, 

Partnership . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Unreco,.nize$ gain on securities 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Gain on sales ,af,,subsidiql stock 

Deprecixtion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Identifiable intangibles 

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  D efened tax liabilities 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Net defened tax liabilities 

The provision for (benefit bm) income taxes consists of the following for the years ended July 3 1: 

2000 ma1 2002 
# ' (in thousands) 

Current: 
Federal.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ - $ 6,600 $ - 

.. . . . . . . . . . . . . . . . . . . . . . . . . . .  State and local and fore@ (394) 14,249 f30,683) 

(394) 20,849 (30,683) 

Defened: 
Federal.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  175,191 150,997 (72,788) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  State and local and foreign 41,712 37,549 (17,349) 

216,903 188,546 (90,137] 

$216,509 $209,395 $(120,820) 
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A summary of stock option activity under the Company's stock option plan and stock opiion prosam is as 
follows: 

Outstandig at July 3 1. 1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7.175. 932 
Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8.851. 086 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Exercised.. (2.621. 400) 
Canceled.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (95. 000) 
Forfeited . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (31. 500) 

OutstandingatJuly31. 2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13.279. 118 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  &anted 5.112. 004 

. . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . .  Exercised... . . . ' . . . .  (1.041. 451) 
Canceled . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (299. 247) 
Forfeited . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (55. 200) 
Outstanding at July 3 1. ZOO 1 . . . . . . . . . . . . . . . . . . . . . . .  ..., ..  16;995. 224 
Grmted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.599. 982 
Exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (6.403. 708) 
Canceled . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1.012. 376) 
Forfeited . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (19. 9003 

. Outstanding at July 3 1. 2002 . . . . . . . . . . . . . . . . . . . . . . . . . .  ... . 14.159. a2 

The following table snmmarizes the status. of stock pptions outstanding and ex&sable at July 31. 2002. 

Stock Options Outstmding 
W eiphted- 

Range of Exercise Prices 

The weighted-avera~e fair value of options granted was $7.42, $7.05 and $9.34 for the years ended July 31. 
2000. 2001 and 2002. respectively . 

Pro forma information regarding net income floss) and net income (loss) per share is required by SFAS 123. 
and has been determined as if the Company had accounted for employees' stock options under the fair value 
method provided by that statement . The fair value of the stock options was estimated at the date of 
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grant using &e Black-Scholes option pricing model with the following assumptions for vested and non-vested 
options: 

ZOO0 ZOO1 2002 --- 
Asfi~pti5m 
Average risk-free interest rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6.49% 4.77% 4.22% 
Dividend yield. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - - 
Volatility factor of the expected market price of the Company's common 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  stock 81% 90% 73% 
Averge B e  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 years 5 years 5 years 

The Black-Scholes option valuation model wae develbped far use in es.timating the fair value of .traded 
options which have no vesting resmctions and are M y  trmferable. In addition, option valuation models require 
the inpot of highly subjective assumptions including the expected stock price volatility. Because fhe Company's 
employee stock options have characteristics ~i~gnificantly diffe~ent fkom those of traded options, and because 
changes in the subjective input assumptions can materially affect the fair value estimate, in  management"^ 
opinion, the exisfing models do not necessdy provide a reliable single measure of the fair value of its 
employees' stoclc options. 

For purposes of pro forma disclosures, the estimated fair value of the options under SFAS No. 123 is amortized 
to expense over the options' vesting period. For the years ended July 31, 2000, 2001 and 2002, pro forma net 
income (loss) grid pro fonna net income (loss) per share under SPAS No. 123 amounted to the following 

2000 - 2001 2 0 0 2  
(in  thou^^$^, except per share data) 

Net income (loss), as reported . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $230,850 $532,359 $(303,349) 
Pro forma net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $214,286 $514,716 $(328.611) 

Net income (loss) per share, a reported: 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Basic $ 3.30 $ 7.79 $ (4.04) 

Diluted.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3.07 $ 7.12 $ (4.04) 

Pro forma net income (loss) per share: 
Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3.06 $ 7.54 $ (4.38) 
Diluted. . . . . . . . . . . . . . . . . . . . . . .  .. ... . . . . . . . . . . . . . . . . . . . . . . .  $ 2.84 $ 6.88 $ (4.38) 

The Company has modified stock options granted for c&iin employees of the Cornpang to accelerab or 
extend their terms. Accordingly, the Company recorded additional compensation expense of approximately $1.0 
miilion, $3.1 d o n  and $1.9 million for the yean ended July 31, 2000, 2001 and 2002, respectively. During 
Fiscal 2002, the Company granted options to certain employees to purchase 14,546 shares of common stock in its 
subsidiary, DT Telecom, at an avera:e exercise price of $366.67 p a  share. No such options were exercised 
during b e  year. 

Net2Pltone Stock Options 

During the quarter ended July 31, 2000, stock options issued to certain officers and employees of 
~ e e ~ h o n e  wae accelerated b accordnnce with the original stock option awards md as a rtsult Neephone 
recorded $12.5 million in compensation charges as aresdt of the acceleration. Durin~ the qu&er ended July 3 1, 
2000, stock options issued to certain bfficers and employees of IDT were modified and as a result, Newhone 
recorded $18.3 million in compensation charges. 



Stock Buyback Programz 

Our Board of Directors has authorized the r e p m h s e  of up to 45 million s h e s  (adjusted for tbe May 2001 
stock dividend) of our common stock aad Class 'B common stock Durin,o Fiscal 2002, we repurchased 
approzhately 1,4 million s h e s  of our common stock, for an aggregate purchase price of $15.6 million. 
Combined witii b 6.8 million (adjusted) shares and 7.4 million (adjusted) shares repurchased during Fiscal 2001 
and Fiscal 2000, respectively, we have repurchased a total of 15.6 million shares under the share repurchase 
program through the end of Fiscal 2002, of which 6.2 million shares were retired as of July 3 1,2002. 

Libel-t)r Media Tramction 

On March 27, 2000, Liberty Media agreed to purchase approximately 9.9% of the equity of IDT, equal to 
approximately 3.775 rnillion shares of IDYE common stock and exchangeable for shares of Qass B common 
stock (before adjusting for the May 2001 stock dividend). On June 6, 2000, Liberty Media completed the 
p m c b e  of 3.729 million shares of IDT's common stock (befarc adjusting for the May 2001 stock dividend) at 
$34.50 per share (before adjusting for the May ZOO1 stock dividend), resulting in aggregatecash considemtion of 
$128.6 million. Libcg Media also has the right to nominate a director for election to the IDT Board of Directors. 

On October 11, 2001 IDT issued to Liberty Media 3.810 million shares of IDT Clam B common stoclc in 
exchange for the 3.729 mil3i0n shares of IDT common stock held by Liberty Media. The exchange rate was 
based upon the relative average market prices for the IDT Class B common stock and the IDT common stoclc 
during a specified 30 trading day period 

Liber-tj Media bzvestnzent in IDT Teleconz, Ilzc. 

On J a n q ?  30, 2002, IDT Telecom sold 7,500 newly issued shares of its common stojr to Liberty Media at 
aprice of $4,000 per share, fol total 'qgregate proceeds of $30,0,million. As a result of this investment, Liberty 
Media became the omrner of appr.oximately 4.8% of the eomqon equity of LDT Telecom (03% of the voting . . 
power). The Compatiy owns the.remaihing c o v o n  equity of IDT Telecom. 

A T W  T~ansaction 

In March 2000, the Company was granted the, option to sell to AT&T 4.1 miUion shares of'its Class B 
common stock for appro&mately $74.5 mUon In March 2001, the Company exercised this option. 

Hicks, Muse, Tate Furat T~~uzsactiorz 

In June 2001, the Company issued stock options to Hiclrs, Muse, Tate B Furst Incorporated ('XIvlTF') to 
purchase up to 2.2 m 3 o n  shares of the Company's Class B common stock at exercise p&es rm&g from 
$11.25 to $15.00 per share, as defined The stoclc options are exercisable on the first anniversary of the 
apeement, and expire on the fifth anniversary date. In considerdon for the stock options issued to KNITF, the 
Company received $2.0 million in cash. 

IDT Clzalitable Foundatr:on 

In May 2001, the Company established tbe IDT Charitable Foundation (the t'Founda,tion") with the purpose 
of obtaining money or property to be conhibuted from time to time to eligible charitable organizations. The 
Foundation abo administers a matching gifts program available to IDT's directors, officers, employees and 
retirees. 

In July 2001, the Company funded the Foundation witb 2.2 million shares of Class B common stoclc worth 
approximately $26.4 million at that time. 
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8, Commitment6 and Contingencies 

Legal Proceedings 

On January 29, 2001, the Company filed a Complaint with the United States Disttict Court for the District 
of New Jersey, against Telefonica S.A., Terra Networks, S.R, Terra Networks, U.S.A., b c .  and Lycos, Inc. The 
complaint asserts claims against the defendants for, among other tliings, breaches of various conkacts, breach of 
fiduciary duty, securities violations, fraudulent misrepresentation, negligent misrepresentation, fraudulent 
concealment and tortiom interference with prospective economic advantap. The defendants have been served 
with the Complaint, The Company has filed an Amended complaint and the defendants have filed an answer to 
the amended complaint, Terra Networks, S.A. has filed a. counterclaim for breach of contract alleging that the 
Company was required to pay to Terra ~ e ~ o r h ,  S.A, $3.0 million, and failed to do so. Tne defendants h i e  
filed a motion to dismiss the complaint. On September 14, 2001, the Courf issued an Order: (a) permircinpo t h e  
Company to take discovery relevant to the subject of whether Telefonica S.A. is subject to personal jurisdiction, 
(31 denying Telefonica S.A,'s motion to dismiss for lack of personal jurisdiction without prejudice to Telefonica 
S A ' s  right to renew the motion upon fhe completion of jurisdictional discbvery, and (c) c a .  on the calendar 
defendants' motion to dismiss on non-jurisdictional sounds pending the completion of jurisdictional discovery, 
which is on,ooin,o. Each party,served the other party with certain requests for discovery relevant to the subject of 
whether Telefonica S.A. is subject to personal jurisdiction. The motions were denied almost in their entirety. The 
case continues in the early stages of discovery. No trial date has yet been set in this matter* 

On May 25, 2001, we filed a statement of claim with the American Arbhation Association naming 
Telefonica Intemacional, S.A. ("Telefonica") as the Respondent. The statement of claim asserts that the 
Company and Telefonica entered into a Memorandum of Understanding ('WOU") that involved, among other 
things, the cdnsmction and operation of a.submizhe cable network around South America ("SAm-I"). The 
company is claiming, among other things, that Telefogica breached the MOU by: (1) failing to negotiate SAm-I 
agreements; (2) refusing to comply with the equity provisions of the MOU; (3) refusing to sell capacity and baclc- 
haul capacity pursuant to the MOU; and (4) failing to follow through on the joint venture. Telefonica has 
responded to DT's Statement of Claim and has filed a Statement of Counterclaim which alleges, among other 
things: (1) Fraud in the Inducement; (2) Tortious Interference with Prospective Business Relations; (3) Breach of 
the Obligations of Good Faith and Fair Dealing; and (4) Declaratory and Injunctive Relief. Discovery is in its 
f k a l  skges and both parties have submitfed expert reports. The arbitration is ongoing and is expected to continue 
into 2003. 

In September 2001, U e d  West Bed a complaint a~ainst the Company and its wholly-owned subsidiary, 
IDT Telecom, h c .  in the Federal Disbict Court in New& New Jersey seelcirtg monetary damages of $25 
million for a tged  hzach of contract, breach of implied covenant of good faith and fair dealing, fraud, negligent 
misrepresentation, promissory estoppel, quantum meruit, toidous interference and unfair competition. The 
Company filed countesclaims for fraud, negligent misrepresentation, breach of fiduciary duty, tortious 
interference and breach of contract. Several depositions have been completed, and discovery should be 
completed by the end of October 2002. 

Winstar acquired certain domestic telecommunications assets formerly owned by Old W m w l  which was 
approved by the Bankruptcy Court on December 19, 2001 (the "Sale Order"). Although many of the purchased 
assets were transferred to Winstar at the time of the sale, the transfer of certain of Old Wins&'s re,dated 
telecommunications assets, includktg its customer base, was subject to a number of federal and state remylatory 
approvals and on Winstar's obtainin:: the necessary telecommunications facilities and services necessary to serve 
the customers it agreed to purchase f?om Old Winsta. Subsequently, Winstar has entered into interconnection 
agreements with the relevant RBOCs and b sou~ht  to use services and facilities obtained pursuant to those 
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ageanent6 and pursuant to D O C  f;&s to  complete its network and therefore to be able to transition &e 
customerrs' from service by Old Winstar to Winstar. 

Althou& all of the reguIatory approvals ReCe66~iq far this tr~116ition have now been ismed, the RBOCs have 
assarted that Winstar is neveaheless not entitled to obtain uninterrupted services under their interconnection 
agreements and tariffs unless the D O C S  receive payment of appraaimstp.1y $40 million, in the aggregate, allegedly 
owed by  .Old Wmtar for access to RBOC facilities and circuits. Based on the claim Shat Wjtar must pay this 
"cwea' amount as a condition of receiving unhmmpted service, the RBOCs have refused in certain instances to 
provide facilities and service to Wmtar .that it needs in order to serve its customers directly. As a result, Winstat is 
operating the business of Old '%&a pursuant to a management agreement approved by the banhptcy court, and 
is providing s e ~ c e s  to fhe customers on behalf of Old Winstar, 

Winstar contends that, even were it to assume the Old Vmtar contracts with the RBOCs, the amounts set 
forth in the RBOC's proofs ,of claim ~ e a f l y  exceed any reasonable "cure" fosfacilties and services that Winstar 
seeb to obtain from the RBOCs, since the claims include si@cant amounts that Old Winstar owed far services 
and facilities that IDT Winstar has not requested, and does not need to be able to provide services to the 
customers following The transition. winstar abo disputes the RBOC's claim that they are not obligated to 
provide services and facilities to Winstar without an assumption or assiapment of the Old Winstar conkacts and a 
payment of "cure" amounts. In response to the RBOC's refusal to provide service, on April 17, 2000 Winstar 
filed an Emergency Petition for a Declaratory Ruling at the FCC &c. Docket No. 0240) aslcing &at the FCC 
declare that the refusal of the RBOCs to provide the requested services and facilities pursuant to th& 
interconnection agreements and tariff6, and .th& refus8 to transition such services in a manner that does not 
interrupt services to the customers is unreasonable and therefore unlawful under federal law. In response, one 
RB0C werizon) Eled a counter-petition aslcing that the FCC declare that the' federal telicommunications laws do 
not r q k e  it to provide facilities and services to Winstar without "cure" of Old winstai.'; debts. A number of 
parties fled comments in .the ,FCC proceeding on both sides of the issue and the proceeding is still pending at the 
FCC. Winstar 'believes that the D O C S  have acted unreasonably and unlawfully in deny& its requests for 
services and facilities apd will continue absent a settlement with the RBDCs to advocate its position vigorously. 

In addition, faced with Lilrely termination of service to Old Winstar customers in violation of the 
Telecommunications Act and number our FCC re,gdations, we sought injunctive relief (in addition to other 
remedies) in the U.S. DisfIict Court for the E4rict of New Jersey against Verizon, Qwesr Corp, and Qwest 
Communications Corp. ("QCC") to prevent them ]Etom discontinuing underlying services which wouldpre~~ent us 
from providing service to our customers. Certain interim relief was secured, and Velizon, Qwest and QCC 
subsequently agreed not to terminatesenrice without appropriate notice to us. The District of New Jersey action 
is ongoing. 

The RBOCs further contend that the provision in the Sa l t  Order requhbg them to c o n ~ u e  serving 
Old Winstar and its subsidikes expired on or about April 18, 2002. Wmstar promptly moved to enforce that 
provision of the Sale Order, but the badauptcy court denied its motion. Winstar has appealed the denid of that 
motion to the US'. District Court for the District of Delaware. In addition, Winstar asked the District Court for 
interim relief during the pendency of its appeal to stay the RBOCs and other service providers from cutting off 
service until the appeal is decided. The District Court h a  not yet ruled on that request, but has temporarily 
ordered that service providers, including the D O C S ,  may not terminate service or otherwiie affect Wiestq's 
business without permission of the Court. 

During preliminq status hearings before the District Court on May 24 and June 4,2002, t b e  RBOCs and 
Winstar aclvised the Court of their willingness to enter into settlement discussions andlor non-binding mediation 
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in an attempt to resolve their disputes. Those settlement discussions and mediations are ongoing, and the District 
Court appeal is &erefare still pending. It is too soon to predict whether settlements will be reached with any or 
all of the RBOCs or, if so, to quantify the monetary effect of such settlements, if any, on Winstar. To the extent 
that a setflement is not reached with any or all of the RBOCs, we expect that the appellate proceedings 
wiu resume, One possible outcome of an adverse ruling by the District Court on either the interim .relief 
saquested by Winstar or on the me'rits of the case could be to permit the RBOCs to terminate services that are 
being provided to our customers and therefore to prevent the uninterrupted transition of those customers to 
Winstar service. A status conference is scheduled for November 8,2002, for the parties to report on the progress 
of their efforts to mediate the disputes. 

Winstar believes that the REOCs have acted unreasonably and unlawfully in denybg its request for services 
and facilities and will confinue absent a settlement to advocate its positions vigorously. However, adverse results 
in one or more of the above-described RBOC litigations could have a materid adverse effect on us, including 
payment of the "core" amount described above, or the inability of Winstar to access the RBOCs services and 
facilities, in which its business is substantially dependent. 

On or about July 25,2002, PT-1 Communications, Inc. ("PT-I") filed a summons and compkint against the 
Company and its subsidiaries, IDT Netherlands, B,V., IDT Telecom, Inc. and IDT Dornes&c Telecom, Inc. 
(collectively "the Cornpm~?) in the United States B h p t c y  Court for the ~as t em District of New York PT-1 
seeks (a) to recover damages for certain fraudulent transfers of property of the Debtor's bankruptcy estate, (b) to 
recover damages for mjust enrichment, and (c) to recover damages kom breaches under the agreement between 
the parties for the sale of the Debtor's debit card business to the Company, including the Company's alleged 
failure to r e ~ t  payment for use of certain telecommunication and platform services on or through PT-1 switches. 
In total, PT-1 is seelcing $24 million in damages as well ,as certain unstated amounts. The Company served .ifs 
answer September 3 8, 2002,. Initial dhcbvery will commence shortly. . 

On or about September 16, 2002, a complaint was filed by Mark B. Aronson in the Court of Common Pleas 
of AUegheny County, Pennsylvania seelcing cedcation of a class comisting of consumers who were charged a 
fee when the Company switched underlying carriers  om Global Crossing to AT&T. At this point no specific 
damages have been specsad in the complaint Thus, the Company cannot y el' quantify its exposure. 

On or about September 19, 2002, a complaint was filed by Ramon Ruiz against the Company and Union 
Telecard Alliance, X C  in the Supreme Cowrt of the State of New York seeking cescation of a class consisbg 
of consumers who allegedly purchased and used the Company's pre-paid calling cards and were char~ed any fee 
that was not specifically disclosed on the card pacl@ng prior to purchase. The complaint seeh damages jn 

excess of one hundred million dollars. 

On or about October 11, 2002, a complaint was filed by Paul Zedeck against us and Union Telecard in the 
Circuit Court of the 15th Judicial Cjrcuit jn and for Palm Beach County, Florida, seeking certification of a class 
consisting of consumers who dle,~edly purchased and used o u  prepaid calling cards and were charged any fee 
that was not specjfically disclosed on the cad packaging prior to purchase. The damages sought have not yet 
been quantided. Because we only recently received the complaint, we are stiLl evaluahg the potential impact and 
our approach to'contesting the claims or attempts to cerhfy the classes. 

On or about ,October 18, 2002, a complaint was Bed by Moms h s e 1  against us and IDT Telecom in the 
Supreme Court of the State of New York seeking certification of a class consisting of consumers who allegedly 
purchased our calling cards. Plaintiffs complaint relates to payphone charges and internationdl rates. The 
complaint seela damages of not less that $100 million. Because we only recently received the complaint we me 
s f l  evaluating the potential impact and our approach to contesting the claims or attempts to certify the classes. 
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On or about October 24, 2002, Piriastar filed suit against Superior Logistics Management Services, hc. 
("Supesior"] in the United States Disklct Court for the Eastem D h i c t  of VirPoinia The complaint a l l e ~ e s  counts 
for breach of contract (Superior breached a seHement Feemeat wi# Pi%m.r)), conversion (for retaining 
Wins*' s property), md detinue (for return of k property). Winstar is seeking approximately $50 million in 
damages, plus punitive damages, costs, and attorney's fees. 

The Company is subject to other Iegd proceediugs and claims, which have arisen in the ordinary course of 
its business and have not been finalIy adjudicated, Although thse can be no assurances in this regmi, in the 
opinion of 'rhe Co*any's managament, such proceed in^^, as well as the aforementioned actions, will not have a 
material adverse effect on re~ults of operations, cash £lows or the financial condition of the Company. 

Lease Obligrttiaas 

The fu tw  minimum payments for capital and operating leases as of July 31, 2002 are approximate1y as 
~ D ~ O W S :  

Operating Capital 
Leases Leases -- 

Year endin: Judy 3 1: 
2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Less m u n t  representing interest 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Less current portion 

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Capital lease obligations-long-term portion $ 45,398 

Rental expense under operating leases was approximately $6.9 million, $4.9 million and $27.3 million for 
the years ended July 3 1, 2000,2001 and 2002, respectively. The si,Dnificant increase in rental expense in Fiscal 
2002 is due primarily to ihe si@cantly higher number of operating leases associated with om Winstar se,.ment, 
which was acquired in December 200 1. 

The Company has entered into purchase commilments of approximately $25 d o n  as of July 31, 2002,. 
primarily related to connectivity ageements. In addition, in April 2002, the Company entered into a fou~-gear 
a ~ e e m e n t  to grant a telecommunications provider an exclusive right to service the Company's consumer long 
distance business trafKc, in which the Company agreed to purchase a minimum usage over the tern of the 
a~eement .  In tbe  event that the Company terminates the agreement before the expiration date, the Company is 
subject to an early termination penalty of $15 miUion if cancelled in the &st year, $10 million if canceled in the 
second year, $5 million if cancelled in the third year and $2 million if cancelled in the fourth year. 

The Company guarantees payments of certain of its vendors throu~h Aupst 2009. Such guarantees 
amounted to $3.4 million as of July 31, 2002. In addition, the Company also provides certain such parantees to 
its vendors in the form of letters of credit, thrau~h June 2008. Such -wantees amounted to $8.6 son as of 
July 31,2002. 
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9. Defined Contribution Plan 

The Company maintains a 401(k) Plan (the 'Tlan") available to all employees meeting certain eligibility 
criteria. The Plan permits participants to 'contribute up to 20% of their salary, not to exceed the limits established 
by the Internal Revenue Code. The Plan provides for a matching contribution up to a maximum of 6% of covered 
compensation, which vests over five years. AU contributions made by participants vest immediately into the 
participant's account. For the years ended July 31, 2000, 2001 and 2002, Company contributions to the Plan 
amounted to approximattly $0.3 million, $0.8 milZion and $0.9 million, respectively. The Company's common 
stock and Class B common stock are not investment options for Plan participants. 

The Company has idensed  five reportable business sepents: Wholesale Telecommunications Services, 
Retail TelecoromwcLications Services, Wins&, Internet Telephony and Media. The operating results of these 
business se,o;ments are distinD~shable and are reD.ularIy reviewed by the chief operating decision maker. 

m e  Wholesale Telecommunications Services business segment is comprised of wholesale carrier services 
provided to other long distance mniers. The Retail Telecommunications Services business seDment includes 
domestic and international prepaid and rechargeable calling cards and consumer long distance senrices to 
individuals and businesses. The Winsmi business sepent operates as a competitive local exchange carrier 
("CLEC") using fixed wheless technology to provide local and long distance phone services, and hi& speed 
Internet and data communications solutions. The lnternet Telephony business se,pent reflects the results of the 
Company's formerly majority-owned subsidiary, NetZPhone. The Media business seDpmet operates several 
media and entertainment-related businesses, most of which are cuenay  in the early stages of development. 

The Company evaluates the performance of its business se,gments based primarily on operating income 
(loss) after depreciation, amortization and, impairment~charges, 'but prior to interest income (expense), other 
income (expense), income taxes, extraordinary items and cumulative effect of accounting changes. A1Z corporate 
overhead is allocated to &e business se,&ents based on time and usage studies, except for certain speci.fic 
corporate costs, such ar treasury management and investment-related costs, which are not allocated to the 
business se,.ments. Operating results and other financial data presented for the principal business segments of the 
Company for the years end.ed July 3 1, 2000, 2001 and 2002 are as follows (in thousands): 

Year ended July 31, 
2000 

Revenues . . . . . . , . . . . . 
Segment loss . . . , . . . . . 
Depreciation and 

amortization . . , . . . . 
Total assets . . . . . . . . . . 
Year ended July 31, 

2001 
Revenucs . . . . . . . , . . . , 
Segment loss . . . . . . . . . 
Depredation and 

amortization , . . . . . . 
Total assets . . . . . . . . . . 
Year ended July 31, 

2002 
Revenuts . . . . . . , . . . . . 
Sepent  income 

(loss) . . . . . . . . . . . . . 
DtprtciaSi~n and 

amortization . . . . . . . 
Total asscrs . . . . . . . . . . 

'Wholesale 
Telecommunication6 

Services 
Internet 

Telephong(2) 

$ 56,075 
(125,865) 

6,804 
401,286 

- 
- 
- 
- 

- 
- 
- 

$ - 

Medin@) Corporate Total -- 
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CTM B ~ O C ~ Z L L I ' ~  Display, Iac. 

On June 30, 2000, the Company acquired a 100% interest in CTM Brochure Display, Inc, ("CTkI"), a 
brochure distribution company, for an agsegate purchase price of approximately $23.S million. The purchase 
price consisted primarily of $5.1 million in cash, $16,9 million in notes payable to the fonner owners and the 
liquidation of $1.4 million of C W s  bank debt. In connection with this tramaction, the Company recorded . 
goodwiIl of $23.0 million and tax Liabilities of $3.0 million. The acquisition wm accounted for as a purchase, and 
accordingly, the net assets and results of operations of the acquired business have been included in the 
consolidated financial statements &om fhe date of acquisition. During the year ended July 31,2001, the Company 
repaid the entke principal balance on the notes payable, togetheI with accrued interest. 

Aplio S.A. 

On July 7, 2000,' NetlLPhone acquired all of the outstanding capital stoclc of Aplio, S.A ("Aplio"), a 
company located in France with t e c h d o g  that enables VoP devices. Consideration consisted of $2.9 million in 
cash nt closing, 0.6 million shares of Net2Phone1s common stoclc which were valued at $35.50 per share, 
issuance of promissory notes aggregabg $6.5 d o n ,  $1.1 miLZion in acquisition related costs and $4.8 million 
in cash that was p d d  within eighteen months of the closin,. of the fransaction. 

The agegate  purchase price of $36.0 million plus the fair value of net liabilities assumed of $2.7 million 
was allocated as foLbws: approximately $17.5 million to goodwiU $20.7 million to core technoloa and patents 
and $0.5 million to assembled worlcforce. The acquisition was accounted for under the purchase method of 
accounting by NeQPhone, and accordingly, the net assets and results of operations of the acquired business was 
included in the consolidated %mncial statements through July 2000;. 

In February 2001, the Company purchased certain prepaid calling card business assets of PT-1 
Communications, Inc. (TT-I"), a wholly-owned subsidiary of STAR Telecommunications, Inc., with a payment 
of cash and assumption of certain liabilities, including t l ~  obligation to honor the outstanding phone cards of PT- 
1. The cash payment and ass~mption of net liabilitiees incurred were approximately $26.3 million with 
substantidly all of the purchase price recorded as goodwiu. 

Eqxity hzterests in Teligent, Inc. and ICG Conzinunicatioizs, Inc. 

In April 2001, throu~h its IDT Investments, Inc. subsidiary ("DT Investments"), the Company acquired 
from Liberty Media (i) a company whose sole asset was 21.4 miUion shares of Teligent, Inc. ('Teligent") Class A 
common docock, as well as (ii) an interest in ICG Communicafions, Inc, ('TCG"), represented by 50,000 shares of 
ICG's 8% Series A-1 convertible preferred stoclc and wmants to purchase approximately 6.7 million shares of 
ICG's common stock. Ln exchange, IDT LnvesbnenG issued Liberty Media a total of 10,000 shares of its &s B 
common stock and 40,000 shares of its Series A convertible preferred stock Upon completing the pmaction, 
IDT effectively owned approximately 32% of the equity of Teligent, and approximately 29% of the equity of 
ICG. The total consideration for Teligent and ICG's April 2001 transaction was approximately $10.3 and $3.4 
million, respectively. 

In May 2D01, through its IDT investments subsidmy, the Company entered into an agreement with various 
affiliates of KMTF to increase IDT's strategic invesbnents.in Teligent and ICG. Under the terns of the 
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agreement, the HMTF affiLiates received 18,195 shares of IDT Invesbents' Series B convertible preferred stock 
in exchange for the Hh4T'l? affiliates' stakes in Teligent and KG. The KMTF afdliates owned 219,998 shares of 
Teligent's Series A 73/4% convertible preferred stock, 23,000 shares of ICG '6 B% Series A-2 convertible 
preferred stock and warrants to purchase approximately 3J million shares of ICG's common stock. Upon 
coraplekg the transaction, IDT effectively o w d  approximately 37% of the equity of TeLigent, and 
approWte1y 42% of the equity of ICG. The total consideration for Telirpent and ICG's May 2001 transaction 
was approximateIy $2-0 and $1.6 milLion, respectively. 

The pro-rata share of the losses of Teligent and ICG recorded by IDT subsequent to these acquisitions have 
fully elizninated the carrying value of the Company's &vestment in these companies. 

In May 2001, Teligent filed a volurltary banlcruptcy petition under Chapter 11 of the U.S. Bankruptcy Code. 
ICG had previously filed for banlnuptcy protection in November 2000. 

On December 19, 2001, the Company, through a subsidiary, acq@ed the core domestic telecommunications 
assets of Vl5mtar Communications, Inc. and certain of ip subsidiaries that are debtors'and debtors in possession 
in bankruptcy proceedings pending before the United States Banlaptcy Court for the Disbict of Delaware. Tne 
acquiring subsidiqr was subsequenfly renamed Winstar Holdin~s, LLC. Winstar operates as a CLEC using k e d  
wireless technology to provide local and long distance phone services, and high speed Internet and data 
communications solutions. 

The purchase price for the Winstar assets was comprised of a $30.0 million cash payment, $12.5 &on in 
newly issued shares of IDT Class B common stock and 5% of the common equity interests in the acquiring 
subsidimy (the remaining 95% of the common equity interest6 a6 wei]. as all of the' preferred equity interests in 
the acq-g subsidiary were owned by IDTI. The Company alsd'agreed to invest $60.0 million into Winstar to 
be used as working capital. The acquisi'tion has been accounted for under the purchase method of accounting. 
The results of operations of Winstar have been included in the Company's consoLidated statements of operatiom 
since the date of acquisition. The preliminary allocation of the purchase pnce, pending find determination of 
certain acquired balances, is as follows (in thousands): 

Trade accounts receivable and other current assets . . . . . . . . . . . . . . . . . . . . . . . . .  $ 51,301 
Property, plant, equipment and intangble assets . . . . . . . . . . . . . . . . . . . . . . . . . . .  37,923 

. . . . . . . . .  Trade accounts payable, accrued expenses and other curent liabilities (44,487) 
~ o r i ' q  interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,237) 

Value of assets acquired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $42,500 

The fair value of the Winstar assets acquired and liabilities assumed would have exceeded IDT's acquisition 
cost. Therefore, in accordance with SFAS NO. 141, Business Combinations, the excess value over the acquisition 
cost has been allocated as a pro rata reduction of.the amounts that otherwise would have been assigned to ~e 
acquired assets, except with respect to the followins: 

Trade accounts receivable-present values of aiaounts to be received, less allowances for 
uncollectibility and collection costs. 

Othei- current assets (principally assets to be sold)-fair value less cost to sell, 

Trade accounts payable, accrued eqerzses ad other cun-erzt liabilih'es (principally relating to 
contractual agreements assumed)-present values of amounts to be paid. 
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The following securities have been excluded from the dilutive per shpe  computation as they are 
aatidilutive: 

year ended July 31 
moo ZOO1 - 2002 

(in thommds) 
Stock options . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  449 1,163 5,291 
Contiagenfly issuable shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - - - 359 - 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  449 - - 1,163 5,660 - - - - 
14. Net2Phone Snbsidiary Stock Sdes 

Durinp" the years ended July 31, 2000 and 2001, the Company recoDonized appro-ly $350.3 and 
$l,O3 7.7 million., respectively, in gains on sales of subsidiary stock related to NetZPhone stock sales, as follows: 

On AuDwt 3, 1999, Net2Phone completed an initial public offering of 6.2 million shares of its common 
stock at an initial public offering price of $15.00 per s h e ,  resulting in net proceeds of $65.3 million, Upon 
completion of the initial public offering, 3.1 million shares of Net2Phone Series A preferred stock were 
converted into 9.4 million shares of NetZPhone Class A common stock As a result of the initial public offering 
and concment conversion of Series A preferred stock to Class .A common stock, the Company's omership 
percentage in Net2Phone decreased £ram 90.0% to 56.2% In connection with such offering, the Company 
recorded a gain of $65.5 million. 

In December 1999, NetZPhone completed a secondary offerin; of 3.4 miUion shares of common sto& at a 
price of $55.00 per share. In connection with this offering, IDT $so, sold 2.2 million shares of Net2&one 
common stoclc at $55.00 per share. Total proceeds to the Company, affer deducting underwriting discounts, 
commissions and offering expenses were $292.8 million. Tbe Company's ownership interest in Nef&'hone 
before and after these transactions decreased from 56.2% to 45.08. The Company recorded gains on sales of 
stock of $182.6 million in connection with these offerings, 

In Mmch 2000, fke C~mpany acquired 0.8 million shares of Irahoo! Inc. in exchange for 2.8 million &ares 
of Newhone common stock at a &en equivalent mdcet value of approximately $150.0 million. In connection 
with this transaction, the Company recorded a gain on sale of subsidiary stock of $1 02.2 million. 

Ii August 2001, IDT sold 14.9 m o n  shares of NetZPhone common stock at $75.00 per share. Net 
proceeds to the Company as a result of this sale were $1,042.1 million. The Company's ownership interest in 
NetZPhone before and afte~ this bansaction decreased from 45.0% to 16%. Tne Company recorded a total gain of 
$1,037.7 d o n  In conjunction with this transaction. 

15. TyCom Ltd. Settlement 

On October 10, 2000, lDT reached a M and final settlement with TyCom of all pending claim brou$t 
a~ainst one another and their respective affiiates. The settlement agreement is subject to a c o n f i d e n t i ~ ~  
a~eement  among the parties and only the following disclosure by IDT is permitted under the terms of that 
apemen t  

Under the terms of the settlement, TyCom granted to IDT Europe B.V.B.A. ("IDT Europr;"), free of charge, 
ce* exd~usive rights to use capacitl, on the transatlantic and transpacific segments of TyCom's global 
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undersea'fiber optic network (fie "TyCom Global Network''), which TyCom is deplo$ng. The settliziment 
agr~ement provides for IDT Europe to obtain exclusive indefeasible rights to use (Em two 10 Gb/s wavelengths 
on the transaflantic se,gment (which we have been informed has been deployed) and two 10 Gb/s wavelangths on. 
the transpacific se,amnt (which be believe is sti l l  under development) for fifteen years from the applicable 
Handover Dates. 

Operation, administration and maintenance for the wavelengths used by the Company will be provided 'oy 
TyCom for a fcfben year period after the relevant Wandover Date, h e  of charge. TyCom has also pnted the 
Company caaain rights to resell any unused capacip on the waw1enD.ths through TyCom as its sole and exclusive 
agent. In addition, the Company will also have the option, exercisable at least annually, to conv& the available 
capacity on its wavelen,afhs to available equivalent capacity on another podon of the T ~ C O ~  Global  work h 
recognition of the settlement, a gain of $313.5 million was included as a component of "inyeslment and other 
income," The Company subsequently re-evaluated tbe recoverability of the carrying value of its IRU id accordance 
with SFAS No. 121 and, as a result, the Company has recorded an impairment loss of $193.4 million and $1 10.4 
million for the years ended July 3 1,2001 md'2002, respectively, to write down the asset to its fair value. 

16. Comprehensive hcome (Loss) 

The accumulated balances for each classification of comprehensive income (loss) consists of the follo-wing 
(in thousands): 

Unrealized 
gain (loss) in 
available-for- 
sale securities 

. . . . . . . . . . . . . . . . . . . . .  Be,OinningbalanceatJuly31,1999 $ - 
Change during period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (94,OM) 

Balance at July 3 1,2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (94,044) 
Change during the period . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  89,148 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  BalanceatJuly31,2001 (4,896) 
Change during the period . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,064) 

Balance at July 31,2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ (5,960) 

Foreign 
currency 

translation 

Accumnlated 
other 

17. Price Guarantee of Class B Common Stock 

In March 2001, the Company exercised an option to sell to ATBT approximately 2.0 million shares of its 
Class B common stock for approximately $74.8 million. In conjunction with the formation of the consortium, 
IDT guaran.teed to AT&T the value of approximateIy 1.4 million s h e s  of DT Class B common stock still bein,. 
retained by AT&T. If the value of IDT Class B common stock is less than $27.5 d o n  on October 19, 2002, 
and AT&T or an affiliate retains a l l  the shares through such date, then D T  will be obligated to pay AT&T the 
Werence with cash, additional shares of D T  Class B common stock or a combination of both, at the option of 
IDT. In connection with this obli~ation, tZle Company recorded in "&sment and other irtcome (expense)" a 
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ZO. Slrbsequent Events 

In August 2002, Net2Phone and its Adh subsidiary consummated the settlement of their lawsuit filed on 
March 19, 2002 in the United States D i s ~ c t  Court for the Diskkt of New Jersey against Cisco System 
("Cisco") and a Cisco executive who had been a member of the Adir .board of'directors, The suit arose out of the 
relationships that had been created in connection with Cisco's and NetZPhone's o&hl investments in A& ind 
out of Adir's subsequent purchase of Netspeak, Inc. in August 2001. The parties settled the suit and. all related 
claim against Cisco and tlze Cisco executive in exchange for (i) the transfa, during the first quarter of fiscal 
2003, to Net2Phone of Cisco's and Softbank Asia Mastructure Fund's respective 11.5% and 7,0% interests in 
Adir and, (ii) the payment by Cisco, during such quarter, of $19.5 million to Net2Phone and Adir. As a result of 
this settlement, Net2Phone will reco,&e, for tbe quarter ended October 31, 2002, a p i n  of approximately 
$ S 8 A  d o n .  Neephone will be consolidated by IDT in Fiscal yeat 2003, which began on August 1,2002. 



Reserves deducted &om accounts receivable: 
AJiowaace fdr doubtEul accounts . .. . ., . , , , . , , , ', . , , , $ 7,643 $20,154 $ ,(1,0%6) $26,771 

m0.P 
Reserves deducted &om accounts receivable: 

Allowance for doubiiu a c c o ~ ~ ~ t s  . . . . . . . . . . , , . , . , , $26,771 $32,873 $(37,136) $22,508 
2002 

Reserves deducted &om accounts receivable: 
Wowance for doubtful accounts . . . . . . . . . . ,  . , , , . . $22508 $19,203 $ (2,818) $ 3 ~ ~ 8 9 3  

(1) Uncollectible accounts mitten off, net of recoveries. 



South Dakota Public Utilities Commission 

WEEKLY FILINGS 
For the Period of August 21,2003 through August 27,2003 

If you need a complete copy of a filing faxed, overnight expressed, o r  mailed to  you, please contact Delaine Kolbo 
within five business days  of this report. Phone: 605-773-3705 

NATURAL GAS 

NG03-004 In the  Matter of the Filing by Northwestern Energy for Approval of Tariff Revisions. 

Application by Northwestern Energy to update its fuel retention percentage for natural gas transportation service. 
Northwestern Energy's tariff provides that the fuel retention percentage be adjusted annually with the updated percentage 
to be effective October 1 of each year. 

Staff Analyst: David Jacobson 
Staff Attorney: Kelly Frazier 
Date Filed: 08/27/03 
lntervention Deadline: 09/12/03 

TELECOMMUNICATIONS 

TC03-I 67 In the  Matter of the Filing by Kadoka Telephone Company t o  Establish Switched Access Rates. 

On August 21, 2003, Kadoka Telephone Company, Kadoka, South Dakota, filed revised Switched Access Tariff rates with a 
proposed effective date of October 1,2003. In accordance with ARSD 20:10:27:12, the switched access rates are the 
average of all cost companies (for the year ended December 31,2001) in South Dakota excluding Qwest Corporation. 

Staff Analyst: Harlan Best 
Staff Attorney: Karen Cremer 
Date Docketed: 08/21/03 
Intervention Deadline: 09/12/03 

TC03-168 In the Matter of the Application of IDT America, Corp. for a Certificate of Authority t o  Provide Local 
Exchange Services in South Dakota. 

On August 25, 2003, IDT America, Corp filed an application for a Certificate of Authority to provide local telecommunications 
services in South Dakota. IDT America intends to provide facilities-based and resold local exchange telecommunications 
services statewide, except in those areas deemed rural and those areas of the state that are not open to competition. 

Staff Analyst: Michele Farris 
Staff Attorney: Karen Cremer 
Date Filed: 08/25/03 
lntervention Deadline: 09/12/03 

You may receive this listing and other PUC publications via our website or  via internet e-mail. 
You may subscribe or  unsubscribe to  the PUC mailing lists at http:llwww.state.sd.uslpuc 



Legal Department 

October 6,2003 

520 Broad Sirefit 

i1ewa1-I\. NJ 0 7 i 0 2  USA 
P 973 432/33Jr1 

F 973 ?38/lJ55 
www. id l .~ ie i  

VIA OVERNIGHT MAIL 

Pamela Bomd ,  Executive Director 
South Dakota public Utilities Commission P-,-? h." . P 100 
500 E. Capitol 
State Capitol Building, lST Floor ~ n ; i  uj$~aT$4 'I!BL!C 
Pierre, South Dakota 57501 c o ~ @ l S S ~ ~ ~ ~  

Re: Application of IDT America, Corp. for Certificate of Authority 
South Dakota PUC Docket TC 03-168 

Dear Ms. B o m d :  

In response to the September 2, 2003 letter of Ms. Michele M. Farris of 
Colmnission Staff, on behalf of IDT America, Corp. ("IDT") I have enclosed an original 
and two (2) copies of a sample Tariff to accompany IDTYs Application in the above- 
docketed matter. 

Please date-stamp the enclosed extra copy of this letter and return it in the self- 
addressed, stamped envelope provided herein. 

Should you have any questions concerning this filing, please do not hesitate to 
contact me at (973) 438-4854. 

Respectfillly s~lbinitted, 

Carl Wolf Billek I 

IDT America, Corp. 

Enclosure 

Wl'SE IDT 



IDT AMERICA, CORP. South Dakota Tariff No. 2 
Original Title Sheet 1 

LOCAL EXCHANGE TELECOMMUNICATIONS SERVICES 

FOR 

IDT AMERICA, CORP. 

This tariff contains the descriptions, regulations, and rates applicable to the provision of 
local exchange telecommunications services provided by IDT America, Corp. with 
principal offices at 520 Broad Street, Newark, New Jersey 07102-311 1 for services 
furnished within the State of South Dakota. This tariff is on file with the South Dakota 
Public Utilities Commission and can be viewed at the Commission office. In addition, 
t h s  tariff is available for review during normal business hours at the Company's 
principle place of business, 520 Broad Street, Newark, New Jersey 07102-3 11 1. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Co~msel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 



IDT AMERICA. CORP . South Dakota Tariff No . 2 
Original Title Sheet 2 

TABLE OF CONTENTS 
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Table of Contents ................................................................................................................ 2 

......................................................................................................................... Check Sheet 3 

....................................................................................................... Explanation of Symbols 5 

Application of Tariff ........................................................................................................... 6 

Tariff Format ....................................................................................................................... 6 

. . ............................................................................................................... Defimt~ons Section 1 

Regulations ............................................................................................................ Section 2 

Service Areas ...................................................................................................... Section 3 

Basic Services and Rates ...................................................................................... Section 4 

.......................................................................... Miscellaneous Services and Rates Section 5 

........................................................................................... Long Distance Services Section 6 

....................................................................................................... Access Services Section 7 

Special Arrangements ............................................................................................ Section 8 

............................................................................................ Promotional Offerings Section 9 

Issued: Effective: 
By: 

Carl Wolf Billek. Associate General Counsel 
IDT America. Corp . 
520 Broad Street 
Newark. New Jersey 07 102-3 1 1 1 
(973) 438-1000 
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CHECK SHEET 

The Sheets of this Tariff, as listed below, are effective as of the date shown at the bottom 
of the respective Sheet(s). Original and revised Sheets as named below comprise all 
changes ffom the original Tariff and are currently in effect as of the date at the bottom of 
this Sheet. 

Sheet Revision Sheet Revision Sheet Revision 

Original 
Original 
Original 
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109 Original 110 Original 
*New or Revised 
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EXPLANATION OF SYMBOLS 

The following symbols shall be used in t h s  tariff for the purpose indicated below: 

(C) To signify changed regulation. 

@) To signify discontiilued rate or regulation. 

(I) To signify increased rate. 

(M) To signify a move in the location of text. 

(N) To signify new rate or regulation. 

(R) To signify reduced rate. 

(S) To signify reissued matter. 

(T) To signify a change in text but no change in rate or regulation. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Cotmsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
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APPLICATION OF TARIFF 

This tariff contains the regulations, rates and charges applicable to the provision of competitive 
local telecommunications services by IDT America, Corp. for the use of Customers in transmitting 
messages within the State of South Dakota, subject to the jurisdiction of the South Dakota Public 
Utilities Commission ("Cornrnission"). Services include, but are not limited to resold and 
facilities-based voice services within the State of Soulth Dakota. IDT's services are furnished 
subject to the availability of facilities and subject to the tenns and conditions of this Tariff. 

This tariff is on file with the Public Utility Board of South Dakota. In addition, t h s  tariff is 
available for review at the main office of IDT at 520 Broad Street, Newark, New Jersey 07102- 
3111. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 
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TARIFF FORMAT 

A. Sheet Numbering - Sheet numbers appear in the upper right comer of the Sheet. Sheets are 
numbered sequentially. However, new Sheets are occasionally added to the Tariff. When a new 
Sheet is added between Sheets already in effect, a decimal is added. For example, a new Sheet 
added between Sheets 14 and 15 would be 14.1. 

B. Sheet Revision Numbers - Revision numbers also appear in the upper right comer of each 
Sheet. These numbers are used to determine the most current Sheet version on file with the South 
Dakota Public Utilities Commission. For example, the 4th revised Sheet 14 cancels the 3rd revised 
Sheet 14. Because of various suspension periods, deferrals, etc. that the South Dakota Public 
Utilities Commission follows in their Tariff approval process, the most current Sheet number on 
file with the Commission is not always the Tariff Sheet in effect. Consult the Check Sheet for the 
Sheet currently in effect. 

C. Paragraph Numbering Sequence - There are nine levels of paragraph coding. Each level of 
coding is subservient to its next higher level: 
2. 
2.1. 
2.1.1. 
2.1.1.A. 
2.1.1.A.l. 
2.1.1.A.l.(a). 
2.1.1.A.l.(a).I. 
2.1.1.A.l.(a).I.(i). 
2.l.l.A.l.(a).I.(i).(l). 

D. Check Sheets - When a Tariff filing is made with the South Dakota Public Utilities 
Commission, an updated check Sheet accompanies the Tariff filing. The check Sheet lists the 
Sheets contained in the Tariff, with a cross reference to the current revision number. When new 
Sheets are added, the check Sheet is changed to reflect the revision. All revisions made in a given 
filing are designated by an asterisk (*). There will be no other symbols used on tlis Sheet if these 
are the only changes made to it (i.e., the format, etc., remains the same, just revised revision levels 
on some Sheets). The Tariff user should refer to the latest check Sheet to find out if a particular 
Sheet is the most current on file with the South Dakota Public Utilities Commission. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 071 02-3 1 1 1 
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SECTION 1 - DEFINITION OF TERMS AND ABBREVIATIONS 

Access Line - An arrangement fiom a local exchange telephone company or other common carrier, 
using either dedicated or switched access, which connects a Customer's location to Carrier's 
location or switching center. 

Account - A Company accounting category containing up to two (2) residential local exchange 
access lines billed to the same Customer at the same address. The second or non-primary local 
exchange access line will share any call allowance of the primary local exchange access line. The 
second or non-primary local exchange access line therefore will not be provisioned to incl~~de a 
separate call allowance structure. No features are included with the second or non-primary local 
exchange access line. 

Advance Payment - Part or all of a payment required before the start of service. 

Authorization Code - A n~lmerical code, one or more of whch may be assigned to a Customer, to 
enable Carrier to identify the origin of service of the Customer so it may rate and bill the call. All 
authorization codes shall be the sole property of Carrier and no Customer shall have any property 
or other right or interest in the use of any particular authorization code. Automatic numbering 
identification (AM) may be used as or in connection with the authorization code. 

Authorized User - A person, firm or corporation authorized by the Customer to be an end-user of 
the service of the Customer. 

Automatic Numbering Identification (AN) - A type of signaling provided by a local exchange 
telephone company which automatically identifies the local exchange line fiom which a call 
originates. 

Collocation - An arrangement whereby the Company's switching equipment is located in a local 
exchange Company's central office. 

Common Carrier - An authorized company or entity providing telecommunications services to 
the public. 

Commission - The South Dakota Public Utilities Commission. 

Company - IDT America, Corp., the issuer of tlis tariff. 

Issued: 
By : 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 43 8- 1000 
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SECTION 1 - DEFINITION OF TERMS AND ABBREVIATIONS, CONT'D. 

Customer - The person, firm or corporation that orders service and is responsible for the payment 
of charges and compliance with the terms and conditions of this tariff. 

Customer Premises - A location designated by the Customer for the purposes of connecting to the 
Company's services. 

Customer Terminal Equipment - Terminal equipment provided by the Customer. 

Deposit - Refers to a cash equivalent of cash sec~ulty held as a guarantee for payment of the 
charges. 

End Office - The LEC switching system office or serving wire center where Customer station 
loops are terminated for purposes of interconnection to each other andlor to trunks. 

End-User Premises - A location designated by the Customer for the purposes of connecting to the 
Company's services. 

Holiday - New Year's Day, Memorial Day, Independence Day, Labor Day, Thanksgiving Day and 
Christmas Day. 

Interruption - The inability to complete calls due to equipment malfunctions or human errors. 
Interruption shall not include, and no allowance shall be given for service difficulties such as slow 
dial tone, circuits busy or other network andlor switching capability shortages. Nor shall 
Interruption include the failure of any service or facilities provided by a common carrier or other 
entity other than the Carrier. Any Interruption allowance provided within this Tariff by Carrier 
shall not apply where service is interrupted by the negligence or willfid act of the Customer, or 
where the Carrier, pursuant to the terms of this Tariff, terminates service because of non-payment 
of bills, unlawfid or improper use of the Carrier's facilities or service, or any other reason covered 
by this Tariff or by applicable law. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 1 02-3 1 1 1 
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SECTION 1 - DEFINITION OF TERMS AND ABBREVIATIONS, CONTyD. 

LATA - A Local Access and Transport Area established pursuant to the Modification of Final 
Judgment entered by the United States District Court for the District of Columbia in Civil Action 
No. 82-0192; or any other geographic area designated as a LATA in the National Exchange Carrier 
Association, Inc. Tariff F.C.C. No. 4, or its successor tariff(s). 

LEC - Local Exchange Company refers to the dominant, monopoly local telephone company in 
the area also served by the Company. 

Measured Charge - A charge assessed on a per minute basis in calculating a portion of the 
charges due for a completed interexchange call. 

Message Toll Service - A service that provides facilities for telecornrnunications between different 
local calling areas of the same LATA in accordance with the regulations and schedule of rates 
specified in this tariff. The rates specified in this tariff are in payment for all services furnished 
between the calling and called stations. 

Monthly Recurring Charges - The Montldy charges to the Customer for services, facilities and 
equipment, which continue for the agreed upon the duration of the service. 

MOU - Minutes of Use. 

Non-Recurring Charge ("NRCyy) - The initial charge, usually assessed on a one-time basis, to 
initiate and establish service. 

PBX - Private Branch Exchange. 

PIN - Personal Identification N~tmber. 

POP - Point of Presence. 

Recurring Charges - Monthly charges to the Customer for services, and equipment, which 
continues for the agreed upon duration of the service. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
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SECTION 1 - DEFINITION OF TERMS AND ABBREVIATIONS, CONT'D. 

Service - Any means of service offered herein or any combination thereof. 

Service Commencement Date: The first day following the date on which the Company notifies 
the Customer that the requested service or facility is available for use, unless extended by the 
Customer's refusal to accept service which does not conform to standards set forth in the Service 
Order or this tariff, in which case the Service Commencement Date is the date of the Customer's 
acceptance. The Company and Customer may mutually agree on a substitute Service 
Commencement Date. 

Service Order - The written request for Company services executed by the Customer and the 
Company in the format devised by the Company. The signing of a Service Order Form by the 
Customer and acceptance by the Company initiates the respective obligations of the parties as set 
forth therein and pursuant to this tariff. 

Shared Inbound Calls - Refers to calls that are terminated via the Customer's Company-provided 
local exchange line. 

Shared Outbound Calls - Refers to calls in Feature G r o ~ ~ p  G (FGD) exchanges whereby the 
Customer's local telephone lines are presubscribed by the Company to the Company's outbound 
service such that "l+lO-digit number" calls are automatically routed to the Company's or an IXC's 
network. Calls to stations within the Customer's LATA may be placed dialing "1OXXX" or 
"101XXXX" with l+lO-digit number." 

Station - The network control signaling unit and any other equipment provided at the Customer's 
premises which enables the Customer to establish communicatioils connections and to effect 
communications through such coimections. 

Subscriber - The person, firm, partnership, corporation or other entity who orders 
telecommunications service from IDT. Service may be ordered by, or on behalf of, those who 
own, lease or otherwise manage the pay telephone, PBX, or other switch vehicle fiom which an 
End User places a call utilizing the services of the Company. 

Telecommunications - The transmission of voice cornmunicatioils or, subject to the transmission 
capabilities of the service, the transmission of data, facsimile, signaling, metering, or other similar 
communications. 

Issued: Effective: 
By: 
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IDT America, Corp. 
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SECTION 1 - DEFINITION OF TERMS AND ABBREVIATIONS, CONT'D. 

Term Agreement - An agreement between the Company and the Customer for a fixed tenn of 
months. 

Terminal Equipment - Any telecommunications equipment other than the transmission or 
receiving equipment installed at a Company location. 

Usage Charges - Charges for minutes or messages traversing over local exchange facilities. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 071 02-3 1 1 1 
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SECTION 2 - RULES AND REGULATIONS 

2.1 Undertaking of the Company 

2.1.1 Scope 

The Company undertakes to furrush comrn~mications service pursuant to the terms 
of this tariff in connection with one-way and/or two-way information transmission 
between points within the State of S o ~ t h  Dakota. 

The Company is responsible ~ulder this tariff only for the services and facilities 
provided hereunder, and it assumes no responsibility for any service provided by 
any other entity that purchases access to the Company network in order to originate 
or terminate its own services, or to coinrnunicate with its own customers. 

2.1.2 Use of Services 

A. Carrier's services may be used for any l a w l l  purpose consistent with the 
transmission and switching parameters of the telecommunications facilities 
utilized in the provision of services. 

B. The use of Carrier's services without payment for service or attempting to 
avoid payment for service by fiaudulent means or devices, schemes, false or 
invalid numbers, or false calling or credit cards is prohibited. 

C. The Carrier does not transmit messages pursuant to this tariff, but its 
services may be used for that purpose. 

D. The Carrier's services may be canceled for nonpayment of uncontested bill 
charges or for other violations of this Tariff. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
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SECTION 2 - RULES AND REGULATIONS (Cont'd) 

Undertaking of the Company (Cont'd) 

2.1.3 Shortage of Equipment or Facilities 

A. The Company reserves the right to limit or to allocate the use of existing 
facilities, or of additional facilities offered by the Company, when necessary 
becatwe of lack of facilities, or due to some other cause beyond the 
Company's control. 

B. The fimishing of service under this tariff is subject to the availability on a 
continuing basis of all the necessary facilities and is limited to the capacity 
of the Company's facilities as well as facilities the Company may obtain 
hom other carriers to fiu-nish service horn time to time as required at the 
sole discretion of the Company. 

Issued: Effective: 
By: 

Car1 Wolf Billek, Associate General Counsel 
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520 Broad Street 
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SECTION 2 - RULES AND REGULATIONS 

Undertaking of the Company (Cont'cl) 

2.1.4 Terms and Conditions 

A. Service is provided on the basis of a minimum period of at least thirty (30) 
days, twenty-four (24) hours per day. For the purpose of computing charges 
in t h s  tariff, a month is considered to have thirty (30) days. 

B. Except as otherwise stated in this tariff, Customers may be required to enter 
into written service orders which shall contain or reference a specific 
description of the service ordered, the rates to be charged, the dt~ration of the 
services, and the terms and conditions in this tariff. Customers will also be 
required to execute any other documents as may be reasonably requested by 
the Company. 

C. At the expiration of the initial term specified in each Service Order, or in 
any extension thereof, service shall continue on a month-to-month basis at 
the then current rates unless terminated by either party upon notice. Any 
termination shall not relieve the Customer of its obligation to pay any 
charges ii~curred under the service order and this tariff prior to termination. 
The rights and obligations wlich by their nature extend beyond the 
termination of the term of the service order shall survive such termination. 

D. In any action between the parties to enforce any provision of this tariff, the 
prevailing party shall be entitled to recover its legal fees and cotlrt costs 
from the non-prevailing party in addition to other relief a court may award. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
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SECTION 2 - RULES AND REGULATIONS 

Undertaking of the Company (Contyd) 

2.1.4 Terms and Conditions 

E. Service may be terminated upon written notice to the Customer if: 

1. the Customer is using the service in violation of this tariff; or 

2. the Customer is using the service in violation of the law. 

F. This tariff shall be interpreted and governed by the laws of the state of South 
Dakota regardless of its clloice of laws provision. 

G. No person or entity shall be required to make any payment, incur any 
penalty, monetary or otherwise, or purchase any services in order to have 
the right to obtaill service directly fi-om the Company. 

H. To the extent that either the Company or any other telephone company 
exercises control over available cable pairs, conduit, duct space, raceways, 
or other facilities needed by the other to reach a person or entity, the party 
exercising such control shall make them available to the other on terms 
equivalent to those under which the Company makes similar facilities under 
its control available to its customers. At the reasonable request of either 
party, the Company and the other telephone company shall join the attempt 
to obtain fi-om the owner of the property access for the other party to serve a 
person or entity. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
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SECTION 2 - RULES AND REGULATIONS (CONT'D) 

2.1 Undertaking of the Company (Cont'd) 

2.1.5 Limitations on Liability 

A. Except as otherwise stated in this section, the liability of the Company for 
damages arising out of either: (1) the fiunishing of its services, including but 
not limited to mistakes, omissions, intem~ptions, delays, or errors, or other 
defects, representations, or use of these services or (2) the failure to hmish 
its service, whether caused by acts or omission, whether caused by acts or 
omission, shall be limited to the extension of allowances to the Customer for 
interruptions in service as set forth in Section 2.6. 

B. Except for the extension of allowances to the Customer for interruptions in 
service set forth in Section 2.6, the Company shall not be liable to a 
Customer or third party for any direct, indirect, special, incidental, reliance, 
consequential, exemplary or punitive damages, including, but not limited to, 
loss of revenue or profits, for any reason wl~atsoever, including, but not 
limited to, any act or omission, failure to perform, delay, interruption, 
failure to provide any service or any failure in or breakdown of facilities 
associated with the service. 

C. The liability of the Company for errors in billing that result in overpayment 
by the Customer shall be limited to a credit equal to the dollar amount 
erroneously billed or, in the event that payment has been made and service 
has been discontin~~ed, to a r e h d  of the amount erroneously billed. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
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SECTION 2 -RULES AND REGULATIONS (CONT'D) 

2.1 Undertaking of the Company (Cont'd) 

2.1.5 Limitations on Liability (Cont'd) 

D. The Company shall be indemnified and saved harmless by the Customer 
from and against all loss, liability, damage and expense, due to: 

.1 Any act or omission of: (a) the Customer, (b) any other entity 
fwnishing service, equipment or facilities for use in conjunction with 
services or facilities provided by the Company; or (c) common 
carriers or warehousemen, except as contracted by the Company; 

Any delay or failure of performance or equipment due to causes 
beyond the Company's control, including but not limited to, acts of 
God, fires, floods, earthquakes, hurricanes, or other catastrophes; 
national emergencies, ins~u-rections, riots, wars or other civil 
commotions; strikes, lockouts, work stoppages or other labor 
difficulties; criminal actions taken against the Company; 
unavailability, failure or malfunction of equipment or facilities 
provided by the Customer or third parties; and any law, order, 
regulation or other action of any governing authority or agency 
thereof; 

.3 Any ~mlawfi~l or ~mauthorized use of the Company's facilities and 
services; 

.4 Libel, slander, invasion of privacy or infringement of patents, trade 
secrets, or copyrights arising &om or in connection with the material 
transmitted by means of Company-provided facilities or services; or 
by means of the combination of Company-provided facilities or 
services; 

.5 Breach in the privacy or security of communications transmitted 
over the Company's facilities; 

Issued: Effective: 
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SECTION 2 - RULES AND REGULATIONS (CONT'D) 

Undertaking of the Company (Cont'd) 

2.1.5 Limitations on Liability (Cont'd) 

D. (Cont'd.) 

.6 Changes in any of the facilities, operations or procedures of the 
Company that render any equipment, facilities or services provided 
by the Customer obsolete, or require modification or alteration of 
such equipment, facilities or services, or otherwise affect their use or 
performance, except where reasonable notice is required by the 
Company and is not provided to the Customer, in which event the 
Company's liability is limited as set forth in Paragraph A of this 
Subsection 2.1.4. 

.7 Defacement of or damage to Customer premises resulting from the 
fixnishing of services or equipment on such premises or the 
installation or removal thereof; 

.8 Injury to property or injury or death to persons, including claims for 
payments made under Workers' Compensation law or under any plan 
for employee disability or death benefits, arising out of, or caused 
by, any act or omission of the Customer, or the constn~ction, 
installation, maintenance, presence, use or removal of the Customer's 
facilities or eq~~ipment connected, or to be connected to the 
Company's facilities; 

.9 Any noncoinpletion of calls due to network busy conditions; 

.10 Any calls not actually attempted to be completed during any period 
that service is unavailable. 

.ll Any other claim resulting from any act or omission of the Customer 
or patron(s) of the Customer relating to the use of the Company's 
services or facilities. 

Issued: Effective: 
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SECTION 2 - RULES AND REGULATIONS (CONT'D) 

2.1 Undertaking of the Company (Cont'd) 

2.1.5 Limitations on Liability (Cont'd) 

E. The Company does not guarantee nor make any warranty with respect to 
installations provided by it for use in an explosive atmosphere. 

F. The Company makes no warranties or representations, EXPRESS OR 
IMPLIED, either in fact or by operation of law, statutory or otherwise, 
including warranties of merchantability or fitness for a particular use, except 
those expressly set forth herein. 

G. Failure by the Company to assert its rights pursuant to one provision of this 
rate sheet does not preclude the Company from asserting its rights under 
other provisions. 

H. Directory Errors - In the absence of gross negligence or willfill 
misconduct, no liability for damages arising fiom errors or mistakes in or 
omissions of directory listings, or errors or mistakes in or omissions of 
listing obtainable fiom the directory assistance operator, including errors in 
the reporting thereof, shall attach to the Company. An allowance for errors 
or mistakes in or omissions of published directory listings or for errors or 
mistakes in or omissions of listing obtainable fiom the directory assistance 
operator shall be at the monthly tariff rate for each listing, or in the case of a 
fiee or no-charge directory listing, credit shall equal two times the monthly 
tariff rate for an additional listing, for the life of the directory or the charge 
period during which the error, mistake or omission occurs. 

Issued: 
By: 
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SECTION 2 - RULES AND REGULATIONS (CONT'D) 

2.1 Undertaking of the Company (Cont'd) 

2.1.5 Limitations on Liability (Cont'd) 

I. With respect to Emergency Number 911 Service: 

.1 This service is offered solely as an aid in handling assistance calls in 
connection with fire, police and other emergencies. The Company is 
not responsible for any losses, claims, demands, suits or any liability 
whatsoever, whether suffered, made instituted or asserted by the 
Customer or by any other party or person for any personal injury or 
death of any person or persons, and for any loss, damage or 
destruction of any property, whether owned by the Customer or 
others, caused or claimed to have been caused by: (1) mistakes, 
omissions, interruptions, delays, errors or other defects in the 
provision of service, or (2) installation, operation, failure to operate, 
maintenance, removal, presence, condition, local or use of any 
equipment and facilities furnishing t h s  service. 

Neither is the Company responsible for any infringement, nor 
invasion of the right of privacy of any person or persons, ca~ised or 
claimed to have been ca~lsed directly or indirectly, by the 
installation, operation, failure to operate, maintenance, removal, 
presence, condition, occasion or use of emergency 911 service 
features and the equipment associated therewith, or by any services 
furnished by the Company, including, but not limited to the 
identification of the telephone number, address or name associated 
with the telephone used by the party or parties accessing emergency 
91 1 service, and which arise out of the negligence or other wrongful 
act of the Company, the Customer, its users, agencies or 
municipalities, or the employees or agents of any one of them. 

Issued: 
By: 
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SECTION 2 - RULES AND REGULATIONS (CONT'D) 

2.1 Undertaking of the Company (Cont'd) 

2.1.5 Limitations on Liability (Cont'd) 

I. With respect to Emergency Number 911 Service (Cont'd) 

When a Customer with a nonpublished telephone number, as defined 
l~erein, places a call to the emergency 9 1 1 service, the Company will 
release the name and address of the calling party, where such 
information can be determined, to the appropriate local 
governmental authority responsible for emergency 91 1 service upon 
request of such governmental authority. By subscribing to service 
under this rate sheet, the Customer acknowledges and agrees with 
the release of information as described above. 

2.1.6 Notification of Sewice-Affecting Activities 

The Company will provide the Customer reasonable notification of service- 
affecting activities that may occur in normal operation of its business. Such 
activities may include, but are not limited to, equipment or facilities additions, 
removals or rearrangements and routine preventative maintenance. Generally, such 
activities are not specific to an individual Customer but affect many Customers' 
services. No specific advance notification period is applicable to all service 
activities. The Company will work cooperatively with the Customer to determine 
the reasonable notification requirements. With some emergency or ~ulplamed 
service-affecting conditions, such as an outage resulting from cable damage, 
notification to the Customer may not be possible. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
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2.1 Undertaking of the Company (Cont'd) 

2.1.7 Provision of Equipment and Facilities 

A. The Company shall use reasonable efforts to make available services to a 
Customer on or before a particular date, subject to the provisions of and 
compliance by the Customer with, the regulations contained in tlzis tariff. 
The Company does not guarantee availability by any such date and shall not 
be liable for any delays in commencing service to any Customer. 

B. The Company shall use reasonable efforts to maintain only the facilities and 
equipment that it fiumishes to the Customer. The Customer may not, nor 
may the Customer permit others to, rearrange, disconnect, remove, attempt 
to repair, or otherwise interfere with any of the facilities or equipment 
installed by the Company, except upon the written consent of the Company. 

C. The Company may substitute, change or rearrange any equipment or facility 
at any time and fi-om time to time, but shall not thereby alter the technical 
parameters of the service provided the Customer. 

D. Equipment the Company provides or installs at the Customer Premises for 
use in connection with the services the Company offers shall not be used for 
any purpose other than that for which it was provided. 

E. The Customer shall be responsible for the payment of service charges as set 
forth herein for visits by the Company's agents or employees to the Premises 
of the Customer when the service difficulty or trouble report results fi-om the 
use of equipment or facilities provided by any party other than the 
Company, including but not limited to the Customer. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
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SECTION 2 - RULES AND REGULATIONS (CONT'D). 

2.2 Undertaking of the Company (Cont'd) 

2.1.7 Provision of Equipment and Equipment (Cont'd) 

F. The Company shall not be responsible for the installation, operation, or 
maintenance of any Customer-provided communications equipment. Where 
such equipment is connected to the facilities h s h e d  pursuant to this tariff, 
the responsibility of the Company shall be limited to the furmshing of 
facilities offered under this tariff and to the maintenance and operation of 
such facilities. Subject to this responsibility, the Company shall not be 
responsible for: 

1 the transmission of signals by Customer-provided equipment or for 
the quality of, or defects in, such transmission; or 

2. the reception of signals by Customer-provided equipment. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
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SECTION 2 - RULES AND REGULATIONS (CONT'D) 

Undertaking of the Company (Cont'd) 

2.1.8 Non-routine Installation 

At the Customer's requlest, installation and/or maintenance may be performed 
outside the Company's regular business hours or in hazardous locations. In such 
cases, charges based on cost of the actual labor, material, or other costs incurred by 
or charged to the Company will apply. If installation is started during regular 
business hours but, at the Customer's request, extends beyond regular business 
hours into time periods including, but not limited to, weekends, holidays, and/or 
night hours, additional charges may apply. 

2.1.9 Special Construction 

Subject to the agreement of the Company and to all of the regulations contained in 
this tariff, special construction of facilities may be undertaken on a reasonable 
efforts basis at the request of the Customer. Special construction is that constntction 
undertaken: 

A. where facilities are not presently available, and there is no other 
requirement for the facilities so constructed; 

B. of a type other than that which the Company would normally utilize in the 
finishing of its services; 

C, over a route other tl~an that which the Company would normally utilize in 
the filrnishing of its services; 

D. in a quantity greater than that which the Company would normally 
construct; 

E. on an expedited basis; 

F. on a temporary basis until permanent facilities are available; 
G. involving abnormal costs; or 
H. in advance of its normal construction. 

Issued: Effective: 
By: 

Carl Wolf Billelc, Associate General Counsel 
IDT America, Corp. 
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SECTION 2 - RULES AND REGULATIONS (CONT'D) 

2.1 Undertaking of the Company, (Cont'd.) 

2.1.10 Ownership of Facilities 

Title to all facilities provided in accordance with t h s  rate sheet remains in the 
Company, its partners, agents, contractors or suppliers. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
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2.2 Prohibited Uses 

2.2.1 The services the Company offers shall not be used for any unlawhl purpose or for 
any use as to which the Customer has not obtained all req~lired governmental 
approvals, authorizations, licenses, consents and permits. 

2.2.2 The Company may require applicants for service who intend to use the Company's 
offerings for resale and/or for shared use to file a letter with the Company 
confirming that their use of the Company's offerings complies with relevant laws 
and South Dakota Public Utilities Commission regulations, policies, orders, and 
decisions. 

2.2.3 The Company may block any signals being transmitted over its Network by 
Customers which cause interference to the Company or other users. Customer shall 
be relieved of all obligations to make payments for charges relating to any blocked 
Service and shall indemnify the Company for any claim, judgment or liability 
resulting from such blockage. '1. 

2.2.4 A Customer, joint user, or authorized user may not assign, or transfer in any 
manner, the service or any rights associated with the service without the written 
consent of the Company. The Company will permit a Customer to transfer its 
existing service to another entity if the existing Customer has paid all charges owed 
to the Company for regulated communications services. Such a transfer will be 
treated as a disconnection of existing service and installation of new service, and 
non-recurring installation charges as stated in this tariff will apply. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Cop. 
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SECTION 2 - RULES AND REGULATIONS (CONT'D) 

2.3 Obligations of the Customer 

2.3.1 General 

The Customer is responsible for making proper application for service; placing any 
necessary order, complying with tariff regulations; payment of charges for services 
provided. Specific Customer responsibilities include, but are not limited to the 
following: 

the payment of all applicable charges pursuant to this tarifc 

damage to or loss of the Company's facilities or equipment caused by the 
acts or omissions of the Customer; or the noncompliance by the Customer, 
with these regulations; or by fire or theft or other casualty on the Customer 
Premises, unless caused by the negligence or willful misconduct of the 
employees or agents of the Company; 

providing at no charge, as specified from time to time by the Company, any 
needed personnel, equipment space and power to operate Company facilities 
and equipment installed on the premises of the Customer, and the level of 
heating and air conditioning necessary to maintain the proper operating 
environment on such premises; 

obtaining, maintaining, and otherwise having full responsibility for all 
rights-of-way and cond~~its necessary for installation of fiber optic cable and 
associated equipment used to provide Communication Services to the 
Customer from the cable building entrance or property line to the location of 
the equipment space described in 2.3.1(C). Any and all costs associated with 
obtaining and maintaining the rights-of-way described herein, including the 
costs of altering the structure to permit installation of the Company- 
provided facilities, shall be borne entirely by, or may be charged by the 
Company to, the Customer. The Company may require the Customer to 
demonstrate its compliance with this section prior to accepting an order for 
service; 

Issued: Effective: 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.3 Obligations of the Customer, (Cont'd.) 

2.3.1 General, (Cont'd.) 

E. providing a safe place to work and complying with all laws and regulations 
regarding the working conditions on the premises at which Company 
employees and agents shall be installing or maintaining the Company's 
facilities and equipment. The Customer may be required to install and 
maintain Company facilities and equipment within a hazardous area if, in 
the Company's opinion, injury or damage to the Company's employees or 
property might result from installation or maintenance by the Company. The 
Customer shall be responsible for identifying, monitoring, removing and 
disposing of any hazardous material (e.g. asbestos) prior to any constn~ction 
or installation work; 

F. complying with all laws and regulations applicable to, and obtaining all 
consents, approvals, licenses and permits as may be required with respect to, 
the location of Company facilities and equipment in any Customer premises 
or the rights-of-way for which Customer is responsible under Section 
2.3.l.D.; and granting or obtaining permission for Company agents or 
employees to enter the premises of the Customer at any time for the purpose 
of installing, inspecting, maintaining, repairing, or upon termination of 
service as stated herein, removing the facilities or equipment of the 
Company; 

G. not creating, or allowing to be placed, any liens or other encumbrances on 
the Company's equipment or facilities; and 

H. making Company facilities and equipment available periodically for 
maintenance pusposes at a time agreeable to both the Company and the 
Customer. No allowance will be made for the period during which service is 
interrupted for such purposes. 

Issued: Effective: 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.3 Obligations of the Customer, Cont'd. 

2.3.2 Liability of the Customer 

A. The Customer will be liable for damages to the facilities of the Company 
and for all incidental and consequential damages caused by the negligent or 
intentional acts or omissions of the Customer, its officers, employees, 
agents, invites, or contractors where such acts or omissions are not the direct 
result of the Company's negligence or intentional misconduct. 

B. To the extent ca~~sed by any negligent or intentional act of the Customer as 
described in A., preceding, the Customer shall indemnify, defend and hold 
harmless the Company from and against all claims, actions, damages, 
liabilities, costs and expenses, including reasonable attorneys' fees, for (1) 
any loss, destruction or damage to property of any third party, and (2) any 
liability incurred by the Company to any third party pwsuant to t h s  or any 
other rate sheet of the Company, or otherwise, for any interruption of, 
interference to, or other defect in any service provided by the Company to 
such third party. 

The Customer shall not assert any claim against any other Customer or user 
of the Company's services for damages resulting in whole or in part from or 
arising in connection with the furnishing of service under this rate sheet 
including but not limited to mistakes, omissions, interruptions, delays, errors 
or other defects or misrepresentations, whether or not such other Customer 
or user contrib~lted in any way to the occurrence of the damages, unless such 
damages were caused solely by the negligent or intentional act or omission 
of the other Customer or user and not by any act or omission of the 
Company. Nothing in ths  rate sheet is intended either to limit or to expand 
Customer's right to assert any claims against third parties for damages of 
any nature other than those described in the preceding sentence. 

Issued: Effective: 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.3 Obligations of the Customer, Cont'd. 

2.3.3 Resale and Sharing 

Any service provided under t h s  tariff may be resold to or shared with other persons 
at the option of the Customer, subject to compliance with any applicable laws or 
So~lth Dakota Public Utilities Commission regulations governing such resale or 
sharing. The Customer remains solely responsible for all use of services ordered by 
it or billed to its telephone number(s) pursuant to this tariff, for determining who is 
authorized to use its services, and for notifyrng the Company of any unauthorized 
use. 

Issued: Effective: 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.4 Customer Equipment and Channels 

2.4.1 General 

A User may transmit or receive information or signals via the facilities of the 
Company. The Company's services are designed primarily for the transmission of 
voice-grade telephonic signals, except as otherwise stated in this tariff. A User may 
transmit any form of signal that is compatible with the Company's equipment, but 
the Company does not guarantee that its services will be suitable for purposes other 
than voice-grade telephonic cornm~~nication except as specifically stated in this 
tariff. 

2.4.2 Station Equipment 

A. Terminal equipment on the User's Premises and the electric power 
consumed by such eq~lipment shall be provided by and maintained at the 
expense of the User. The User is responsible for the provision of wiring or 
cable to connect its terminal equipment to the Company Point of 
Connection. 

B. The Customer is responsible for ensuring that Customer-provided 
equipment connected to Company equipment and facilities is compatible 
with such equipment and facilities. The magnitude and character of the 
voltages and currents impressed on Company-provided equipment and 
wiring by the connection, operation, or maintenance of such equipment and 
wiring shall be such as'not to cause damage to the Company-provided 
equipment and wiring or injury to the Company's employees or to other 
persons. Any additional protective equipment required to prevent such 
damage or inj~lry shall be provided by the Company at the Customer's 
expense, subject to prior Customer approval of the equipment expense. 

Issued: Effective: 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.4 Customer Equipment and Channels (Cont'd) 

2.4.3 Interconnection of Facilities 

A. Any special interface equipment necessary to achieve compatibility between 
the facilities and equipment of the Company used for fimishing 
Communication Services and the channels, facilities, or equipment of others 
shall be provided at the Customer's expense. 

B. Communication Services may be connected to the services or facilities of 
other communications carriers only when authorized by, and in accordance 
with, the terms and conditions of the tariffs of the other communications 
carriers that are applicable to such connections. 

C.  Facilities furnished under this tariff may be connected to Customer-provided 
terminal equipment in accordance with the provisions of this tariff. All such 
terminal equipment shall be registered by the Federal Communications 
Board pursuant to Part 68 of Title 47, Code of Federal Regulations; and all 
User-provided wiring shall be installed and maintained in compliance with 
those regulations. 

D. Users may interconnect coimnunications facilities that are used in whole or 
in part for interstate com~nunications to services provided under this tariff 
only to the extent that the user is an is "End User", as defined in Section 
69.2(m), Title 47, Code of Federal Regulations (1992 edition). 

Issued: Effective: 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.4 Customer Equipment and Channels (Cont'd) 

2.4.4 Inspections 

A. Upon suitable notification to the Customer, and at a reasonable time, the 
Company may make such tests and inspections as may be necessary to 
determine that the Customer is complying with the requirements set forth in 
Section 2.4.2.A. for the installation, operation, and maintenance of 
Customer-provided facilities, equipment, and wiring in the connection of 
Customer-provided facilities and equipment to Company-owned facilities 
and equipment. 

B. If the protective requirements for Customer-provided equipment are not 
being complied with, the Company may take such action as it deems 
necessary to protect its facilities, equipment, and personnel. The Company 
will notify the Customer promptly if there is any need for f idler corrective 
action. W i t h  ten (10) days of receiving this notice, the Customer must take 
th s  corrective action and notify the Company of the action taken. If the 
Customer fails to do ths, the Company may take whatever additional action 
is deemed necessary, including the suspension of service, to protect its 
facilities, equipment and personnel from harm. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.5 Payment Arrangements 

2.5.1 Payment for Service 

The Customer is responsible for the payment of all charges for facilities and 
services furnished by the Company to the Customer and to all Authorized Users by 
the Customer, regardless of whether those services are used by the Customer itself 
or are resold to or shared with other persons. 

The Customer is responsible for payment of any sales, use, gross receipts, excise, 
access or other local, state, federal and 911 taxes, charges or surcharges (however 
designated) (excluding taxes on Company's net income) imposed on or based upon 
the provision, sale or use of Network Services. The Company will not separately 
charge for the South Dakota gross receipts tax on the Company's invoice for local 
services. Any taxes imposed by a local jurisdiction (e.g., county and municipal) will 
only be recovered from those Customers residing in the affected jurisdictions. 

The security of the Customer's PIN is the responsibility of the Customer. All calls 
placed using a PIN shall be billed to and shall be the obligation of the Customer. 
The Customer shall not be responsible for charges in connection wit11 the 
unauthorized use of PINs arisihg after the Customer notifies the Company of the 
loss, theft, or other breach of security of such PINs. 

Customers will only be charged once, on either an interstate or intrastate basis, for 
any nonrecurring charges. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 



IDT AMERICA, CORP. South Dakota Tariff No. 2 
Original Title Sheet 36 

SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.5 Payment Arrangements 

2.5.2 Billing and Collection of Charges 

The Customer is responsible for payment of all charges incurred by the Customer or 
other Authorized Users for services and facilities h i s h e d  to the Customer by the 
Company. 

A. Nonrecurring charges are due and payable within thirty (30) days after the 
invoice date, unless otherwise agreed to ill advance. 

B. The Company shall present invoices for recurring charges monthly to the 
Customer, in advance of the month in wlic l~ service is provided, and 
Recurring Charges shall be due and payable w i t h  thrty (30) days after the 
invoice date. When billing is based on customer usage, charges will be 
billed monthly for the preceding billing periods. 

C. When service does not begin on the first day of the month, or end on the last 
day of the month, the charge for the fraction of the month in wlzich service 
was furnisl~ed will be calculated on a pro rata basis. For t h s  purpose, every 
month is considered to have thirty (30) days. 

D. Billing of the Customer by the Company will begin on the Service 
Commencement Date, which is the first day following the date on which the 
Company notifies the Customer that the service or facility is available for 
use, except that the Service Commencement Date may be postponed by 
mutual agreement of the parties, or if the service or facility does not 
conform to standards set forth in this tariff or the Service Order. Billing 
accrues though and includes the day that the service, circuit, arrangement or 
component is discontinued. 

E. The Company reserves the right to assess a late payment fee of 1.5% per 
month on any past due balance in accordance with N.J.A.C. 14:3-7.13. A 
balance is considered past due if unpaid tlzirty (30) days following the date 
of the bill listing amounts owed by the Customer. Any applicable late 
payment fees will be assessed according to the terms and conditions of the 
Company or its billing agent and pursuant to South Dakota state law. 

Issued: Effective: 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.5 Payment Arrangements (Cont'd) 

2.5.2 Billing and Collection of Charges 

IF. The Customer will be assessed a charge of twenty-five ($25.00) dollars for 
each check or other payment submitted by the Customer to the Company 
that a financial institution refilses to honor. 

G. If service is disconnected by the Company in accordance with Section 2.5.6 
following and later restored, restoration of service will be subject to all 
applicable installation charges. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, C o p  
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SECTION 2 - RULES AM) REGULATIONS, CONT'D. 

2.5 Payment Arrangements (Cont'd) 

2.5.3 Disputed Bills 

A. In the event that a billing dispute occurs concerning any charges billed to the 
Customer by the Company, the Company may require the Customer to pay 
the undisputed portion of the bill to avoid discontinuance of service for non- 
payment. The Customer must submit a documented claim for the disputed 
amount. The Customer will s~lbmit all doc~unentation as may reasonably be 
req~lired to s~lpport the claim. All claims must be s~lbmitted to the Company 
within 180 days of receipt of billing for those services. If the Customer does 
not submit a claim as stated above, the Customer waives all rights to filing a 
claim thereafter. 

B. Unless disputed, the invoice shall be deemed correct and payable in fill1 by 
the Customer. If the Customer and the Company are unable to resolve the 
dispute to their mutual satisfaction, the Customer may refer the dispute to 
the South Dakota Division of Public Utilities and Carriers, 89 Jefferson 
Boulevard, Warwick, RI 02888. 

C. If the dispute is resolved in favor of the Customer and the Customer has 
withheld the disputed amount, no interest credits or penalties will apply. 

Issued: Effective: 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.5 Payment Arrangements (Cont'd) 

2.5.4 Advance Payments 

To safeguard its interests, the Company may require a Customer to make an 
advance payment before services and facilities are furnished. The advance payment 
will not exceed an amount equal to the non-recurring charge(s) and one month's 
charges for the service or facility. In addition, where special construction is 
involved, the advance payment may also include an amount equal to the estimated 
non-recurring charges for the special construction and recurring charges (if any) for 
a period to be set between the Company and the Customer. The advance payment 
will be credited to the Customer's initial bill. An advance payment may be req~lired 
in addition to a deposit. 

2.5.5 Deposits 

The Company does not require Customer deposits. 

Issued: Effective: 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.5 Payment Arrangements (Cont'd) 

2.5.6 Discontinuance of Service 

A. Upon nonpayment of any amounts owing to the Company, the Company 
may, by giving ten (10) days written notice to the Customer, discontinue or 
suspend service without incurring any liability. 

B. Upon violation of any of the other material terms or conditions for 
fiunishing service the Company may, by giving ten (10) days written notice 
to the Customer, discontinue or suspend service without incurring any 
liability if such violation contin~les during that period. 

C. Upon condemnation of any material portion of the facilities used by the 
Company to provide service to a Customer or if a casualty renders all or any 
material portion of such facilities inoperable beyond feasible repair, the 
Company, by notice to the Customer, may discontinue or suspend service 
without incurring any liability. 

D. Upon the Customer's insolvency, assignment for the benefit of creditors, 
filing for bankruptcy or reorganization, or failing to discharge an 
involuntary petition within the time permitted by law, the Company may 
immediately discontinue or suspend service without inculrring any liability. 

E. Upon m y  governmental prohibition or required alteration of the services to 
be provided or any violation of an applicable law or regulation, the 
Company may immediately discontinue service without inc~u-ring any 
liability. 

I?. In the event of fraud~~lent use of the Company's network, the Company will 
discontinue service without notice and/or seek legal recourse to recover all 
costs involved in enforcement of this provision. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.5 Payment Arrangements (Cont'd) 

2.5.6 Discontinuance of Service (Cont'd) 

G. Upon the Company's discontin~lance of service to the Customer under 
Section 2.5.6 A. or 2.5.6 B., the Company, in addition to all other remedies 
that may be available to the Company at law or in equity or under any other 
provision of t l s  tariff, may declare all future monthly and other charges that 
would have been payable by the Customer during the remainder of the term 
for which such services would have otherwise been provided to the 
Customer to be immediately due and payable (discounted to present value at 
six percent). 

H. Without notice in the event of Customer use of equipment or services in 
such a manner as to adversely affect the Company's service to others. 

I. Without notice in the event of tampering with the equipment or services 
furnished by the Company. 

Issued: Effective: 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.5 Payment Arrangements (Cont'd) 

2.5.7 Cancellation of Application for Service 

A. Applications for service cannot be canceled witho~lt the Company's 
agreement. Where the Company permits a Customer to cancel an 
application for service prior to the start of service or prior to any special 
construction, no charges will be imposed except for those specified below. 

B. Where, prior to cancellation by the Customer, the Company incurs any 
expenses in installing the service or in preparing to install the service that it 
otherwise would not have incurred, a charge equal to tlie costs inc~ured by 
the Company, less net salvage, shall apply, but in no case shall this charge 
exceed the sum of the charge for the minimum period of services ordered, 
including installation charges, and all charges others levy against tlie 
Company that would have been chargeable to the Customer had service 
commenced (all discounted to present value at six percent). 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1 000 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

Payment Arrangements (Cont'd) 

2.5.7 Cancellation of Application for Service (Cont'd) 

Where the Company incurs any expense in connection with special 
construction, or where special arrangements of facilities or equipment have 
begun, before the Company receives a cancellation notice, a charge equal to 
the costs incurred by the Company, less net salvage, applies. In such cases, 
the charge will be based on such elements as the cost of the equipment, 
facilities, and material, the cost of installation, engineering, labor, and 
supervision, general and administrative expense, other disbursements, 
depreciation, maintenance, taxes, provision for return on investment, and 
any other costs associated with the special constnlction or arrangements. 

D. The special charges described in Sections 2.5.7.A. through 2.5.7.C. will be 
calculated and applied on a case-by-case basis. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Cop.  
520 Broad Street 
Newark, New Jersey 071 02-3 1 1 1 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.5 Payment Arrangements (Contyd) 

2.5.8 Changes in Service Requested 

If the Customer makes or requests material changes in circuit engineering, 
equipment specifications, service parameters, premises locations, or otherwise 
materially modifies any provision of the application for service, the Customer's 
installation fee shall be adjusted accordingly. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 071 02-3 1 1 1 
(973) 438-1000 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.6 Allowances for Interruption in Service 

Interruptions in service that are not due to the negligence of, or noncompliance with the 
provisions of this tariff by, the Customer or the operation or malfwnction of the facilities, 
power or equipment provided by the Customer, will be credited to the Customer as set forth 
in 2.6.1 for the part of the service that the interruption affects. 

2.6.1 General 

A. A credit allowance will be given when service is interrupted, except as 
specified below. A service is interrupted when it becomes inoperative to the 
Customer, e.g., the Customer is unable to transmit or receive, because of a 
failure of a component fi~rnished by the Company under this tariff. 

B. An interruption period begins when the Customer reports a service, facility 
or circuit to be inoperative and, if necessary, releases it for testing and 
repair. An interruption period ends when the service, facility or circuit is 
operative. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 071 02-3 1 1 1 
(973) 438-1000 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.6 Allowances for Interruption in Service (Cont'd) 

2.6.1 Credit for Interruptions, (Cont'd.) 

C. If the Customer reports a service, facility or circuit to be interrupted b~l t  
declines to release it for testing and repair, or refuses access to its premises 
for test and repair by the Company, the service, facility or circuit is 
considered to be impaired but not interrupted. No credit allowances will be 
made for a service, facility or circuit considered by the Company to be 
impaired. 

D. The Customer shall be responsible for the payment of service charges as set 
forth herein for visits by the Company's agents or employees to the premises 
of the Customer when the service difficulty or trouble report results from the 
use of equipment or facilities provided by any party other than the 
Company, including but not limited to the Customer. 

2.6.2 Limitations of Allowances 

No credit allowance will be made for any interruption in service: 

A. Due to the negligence of or noncompliance with the provisions of this rate 
sheet by any person or entity other than the Company, including but not 
limited to the Customer; 

B. Due to the failure of power, equipment, systems, coimections or services not 
provided by the Company; 

C .  Due to circumstances or causes beyond the reasonable control of the 
Company; 

D. Duiing any period in which the Company is not given full and free access to 
its facilities and equipment for the purposes of investigating and correcting 
interruptions; 

E. A service will not be deemed to be interrupted if a Customer continues to 
voluntarily make use of the such service. If the service is interrupted, the 
Customer can get a service credit, use another means of cornrn~~nications 
provided by the Company (pursuant to Section 2.6.3), or utilize another 
service provider; 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1 000 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.6 Allowances for Interruption in Service (Cont'd) 

2.6.2 Limitations of Allowances (Cont'd) 

F. During any period when the Customer has released service to the Company 
for maintenance purposes or for implementation of a Customer order for a 
change in service arrangements; 

G. That occurs or continues due to the Customer's failure to authorize 
replacement of any element of special construction; and 

H. That was not reported to the Company within thirty (30) days of the date 
that service was affected. 

2.6.3 Use of Another Means of Communications 

If the Customer elects to use another means of communications during the period of 
interruption, the Customer must pay the charges for the alternative service used. 

2.6.4 Application of Credits for Interruptions in Service 

A. Credits for interruptions in service that is provided and billed on a flat rate 
basis for a minimum period of at least one month, beginning on the date that 
billing becomes effective, shall in no event exceed an amount eq~livalent to 
the proportionate charge to the Customer for the period of service during 
which the event that gave rise to'the claim for a credit occurred. A credit 
allowance is applied on a pro rata basis against the rates specified here~nder 
and is dependent upon the length of the interruption. Only those facilities on 
the interrupted portion of the circuit will receive a credit. 

B. For calculating credit allowances, every montl~ is considered to have thirty 
(30) days. 

C. A credit allowance will be given for interruptions of thrty (30) minutes or 
more. Two or more interruptions of fifteen (15) minutes or more during any 
one 24-hour period shall be combined into one cumulative interruption. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.6 Allowances for Interruption in Service (Cont'd) 

2.6.4 Application of Credits for Interruptions in Service (Cont'd) 

D. Interruptions of 24 Hours or Less 

Length of Interruption Amount of Service To Be Credited 

Less than 30 minutes None 
30 minutes up to but not 
including 3 hours 1/10 Day 

3 hours up to but not 
including 6 h o ~ ~ r s  115 Day 

6 hours up to but not 
including 9 hours 215 Day 

9 hours up to b~lt  not 
including 12 hours 315 Day 

12 hours up to but not 
including 15 hours 415 Day 

15 hours up to but not 
including 24 hours One Day 
E. Interruptions Over 24 Hours and Less Than 72 Hours 

Interruptions over 24 hours and less than 72 hours will be credited 1/5 day 
for each 3-hour period or fraction thereof. No more than one fbll day's credit 
will be allowed for any period of 24 hours. 

F. Interruptions Over 72 Hours 
Interruptions over 72 hours will be credited 2 days for each Eull 24-hour 
period. No more than thirty (30) days credit will be allowed for any one 
month period. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.6 Allowances for Interruption in Service (Cont'd) 

2.6.5 Cancellation For Service Interruption 

Cancellation or termination for service interruption is permitted only if any circuit 
experiences a single continuous outage of 8 horns or more or cumulative service 
credits eq~laling 16 hours in a continuous 12-month period. The right to cancel 
service under this provision applies only to the single circuit that has been subject to 
the outage or cumulative service credits. 

2.7 Use of Customer's Service by Others 

2.7.1 Joint Use Arrangements 

Joint use arrangements will be permitted for all services provided under this tariff. 
From each joint use arrangement, one member will be designated as the Customer 
responsible for the manner in which the joint use of the service will be allocated. 
The Company will accept orders to start, rearrange, relocate, or discontinue service 
only from the designated Customer. Without affecting the Customer's ultimate 
responsibility for payment of all charges for the service, each joint user shall be 
responsible for the payment of the charges billed to it. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.8 Cancellation of ServiceITermination Liability 

If a Customer cancels a Service Order or terminates services before the completion of the 
term for any reason whatsoever other than a service interruption (as defined in Section 
2.6.1 above), the Customer agrees to pay to the Company termination liability charges, as 
defined below. These charges shall become due as of the effective date of the cancellation 
or termination and be payable within the period, set forth in Section 2.5.2. 

2.8.1 Termination Liability 

The Customer's termination liability for cancellation of service shall be equal to: 

A. all unpaid Non-Recurring charges reasonably expended by the Company to 
establish service to the Customer; plus 

B. any disconnection, early cancellation or termination charges reasonably 
incurred and paid to third parties by the Company on behalf of the 
Customer; plus 

C. all Recurring Charges specified in the applicable Service Order Tariff for 
the balance of the then current term discounted at the prime rate announced 
in the Wall Street Journal on the third business day following the date of 
cancellation; 

D. minus a reasonable allowance for costs avoided by the Company as a direct 
result of the Customer's cancellation. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 43 8- 1000 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

Transfers and Assignments 

Neither the Company nor the Customer may assign or transfer its rights or d~lties in 
connection with the services and facilities provided by the Company without the written 
consent of the other party, except that the Company may assign its rights and duties: 

2.9.1 to any subsidiary, parent company or affiliate of the Company; or 

2.9.2 pursuant to any sale or transfer of s~lbstantially all the assets of the Company; or 

2.9.3 pursuant to any financing, merger or reorganization of the Company. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 11 
(973) 43 8- 1000 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 
2.10 Customer Liability for Unauthorized Use of the Network 

Unauthorized use of the network occurs when a person or entity that does not have actual, 
apparent, or implied authority to use the network, obtains the Company's services provided 
under this tariff. 

2.10.1 Customer Liability for Fraud and Unauthorized Use of the Network 

A. The Customer is liable for the una~lthorized use of the network obtained 
through the fra~ldulent use of a Company calling card, if such a card is 
offered by the Company, or an accepted credit card, provided that the 
unautl~orized use occms before the Company has been notified. 

B. A Company calling card is a telephone calling card issued by the Company 
at the Customer's request, which enables the Customer or user(s) authorized 
by the Customer to place calls over the Network and to have the charges for 
such calls billed to the Customer's account. 

An accepted credit card is any credit card that a cardholder has requested or 
applied for and received, or has signed, used, or authorized another person 
to use to obtain credit. Any credit card issued as an renewal or substitute in 
accordance with this paragraph is an accepted credit card when received by 
the cardholder. 

C. The Customer must give the Company written or oral notice that an 
unautl~orized use of a Company calling card or an accepted credit card has 
occurred or may occur as a result of loss, andlor theft. 

D. The Customer is responsible for payment of all charges for calling card 
services fi~rnished to the Customer or to users authorized by the Customer to 
use service provided under this tariff, ~u~ le s s  due to the negligence of the 
Company. This responsibility is not changed due to any use, misuse, or 
abuse of the Customer's service or Customer-provided equipment by third 
parties, the Customer's employees, or the public. 
The liability of the Customer for unauthorized use of the Network by credit 
card fraud will not exceed the lesser of fifty dollars ($50.00) or the arno~u~t 
of money, property, labor, or services obtained by the unauthorized user 
before notification to the Company. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.1 1 Notices and Communications 

2.11.1 The Customer shall designate on the Service Order an address to wlich the 
Company shall mail or deliver all notices and other communications, except that the 
Customer may also designate a separate address to which the Company's bills for 
service shall be mailed. 

2.11.2 The Company shall designate on the Service Order an address to which the 
Customer shall mail or deliver all notices and other communications, except that 
Company may designate a separate address on each bill for service to whch the 
Customer shall mail payment on that bill. 

2.11.3 All notices or other communications required to be given pursuant to this tariff will 
be in writing. Notices and other comnunications of either party, and all bills mailed 
by the Company, shall be presumed to have been delivered to the other party on the 
third business day following placement of the notice, coinrnunication or bill with 
the U.S. Mail or a private delivery service, prepaid and properly addressed, or when 
actually received or refused by the addressee, whichever occurs first. 

2.11.4 Company or the Customer shall advise the other party of any changes to the 
addresses designated for notices, other communications or billing, by following the 
procedures for giving notice set forth herein. 

Issued: Effective : 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, C o p  
520 Broad Street 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.12 Taxes, Fees and Surcharges 

The Company reserves the right to bill any and all applicable taxes, fees and 
surcharges in addition to normal rates and charges for services provided to the 
Customer. Taxes and fees include, but are not limited to: Federal Excise Tax, State 
Sales Tax, M~micipal Tax, Federal and/or State Universal Service Charge, National 
Carrier Charge and Gross Receipts Tax. Unless otherwise specified in this tariff, 
such taxes, fees and s~u-charges are in addition to rates as quoted in this tariff and 
will be itemized separately on Customer invoices. 

Issued: Effective: 
By: 

Carl Wolf Billek, ~ssoc ia te~enera l  Counsel 
IDT America, Corp. 
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Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 



IDT AMERICA, COW. South Dakota Tariff No. 2 
Original Title Sheet 55 

SECTION 2 - RULES AND REGULATIONS, CONT'D. 

2.13 Miscellaneous Provisions 

2.13.1 Telephone Number Changes 

Whenever any Customer's telephone n~unber is changed after a directory is 
p~~blished, the Company shall intercept all calls to the former number for at least 
one hundred and twenty (120) days and give the calling party the new number 
provided existing central office equipment will permit, and the Customer so desires. 

When service in an existing location is continued for a new Customer, the existing 
telephone number may be retained by the new Customer only if the former 
Customer consents in writing, and if all charges against the account are paid or 
assumed by the new Customer. 

2.13.2 Maintenance and Operations Records 

Records of various tests and inspections, to include non-routine corrective 
maintenance actions or monthly traffic analysis s~unmaries for network 
administration, necessary for the purposes of the Company or to fulfill the 
req~lirements of Commission rules shall be kept on file in the office of the Company 
as required under Commission rules. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
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SECTION 2 - RULES AND REGULATIONS, CONT'D. 

Customer Responsibility 

A. Cancellation by Customer 

Customers may cancel service verbally or in writing. The company shall hold the 
Customer responsible for payment of all charges, including fixed fees, surcharges, 
etc., which accrue up to the cancellation date. Customers that cancel the primary 
local exchange line will have the entire Account disconnected, including any 
secondary line and all associated features. In the event the Customer exec~~tes a 
term commitment agreement with the Company, the Customer must cancel service 
and terminate the agreement in accordance with the agreement terms. 

Toll-Free Services 

2.15.1 The Company will make every effort to reserve toll free (i.e., 8001888) vanity 
numbers for Customers, but makes no guarantee or warranty that the requested 
n~unber(s) will be available. 

2.15.2 The Company will participate in porting toll free numbers only when all charges 
incurred as a result of the toll free number have been paid. 

2.15.3 Toll free n~lmbers shared by more than one Customer, whereby individ~lal 
Customers are identified by a uniq~le Personal Identification Number, may not be 
assigned or transferred for use with service provided by another carrier. S~lbject to 
the limitations provided in this tariff, the Company will only honor Customer 
requests for a change in Responsible Organization or toll free service provider for 
toll free numbers dedicated to the sole use of that single Customer. 

2.15.4 If a Customer who has received a toll free number does not subscribe to toll free 
service withn thirty (30) days, the Company reserves the right to make the assigned 
n~lmber available for us by another Customer. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Co~~nsel 
IDT America, Corp. 
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SECTION 3 - SERVICE AREAS 

Exchange Service Areas 

The Company concurs in the exchange, rate class, local calling area, and zone designations 
specified in the relevant ILEC's Local Exchange Services Tariff. The Company does not 
concur in the rates of the ILEC. The Company's rates are set out in this tariff. 

Extended and Expanded Area Calling Services 

Extended and Expanded Area Calling Service allows the Customer to make calls to specific 
NXX codes within designated exchanges outside the Customer's Local Calling area witho~t 
paying intraLATA toll rates. The Customer is billed per call according to the duration of 
the call. The Company may mirror all existing extended and expanded calling areas the 
ILEC currently has in place for facilities-based or resold services, or establish ~uique 
extended and expanded area calling services. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
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Newark, New Jersey 071 02-3 1 1 1 
(973) 438-1000 



IDT AMERICA, COW. South Dakota Tariff No. 2 
Original Title Sheet 58 

SECTION 4 - BASIC SERVICES AND RATES 

4.1 Call Timing for Usage Sensitive Calls 

Where charges for a service are specified based on the duration of use, such as the duration 
of a telephone call, the following rules apply: 

4.1.1 Calls are meas~tred in durational increments identified for each service. All calls 
whch are fractions of a ineas~rement increment are rounded-.up to the next whole 
~ l i i t .  

4.1.2 Timing on completed calls begins when the call is answered by the called party. 
Answering is determined by hardware answer supervision in all cases where this 
signaling is provided by the terminating local carrier and any intermediate 
carrier(s). 

4.1.3 Timing terminates on all calls when the calling party hangs LIP or the Company's 
network receives an off-hook signal from the terminating carrier. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Co~msel 
IDT America, Corp. 
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SECTION 4 - BASIC SERVICES AND RATES (Cont'd) 

4.2 Network Exchange Bundled Service 

4.2.1 General 

The Company offers local exchange only as part of a bundle or package of 
telecommunications services. All packages include local service, long distance 
service (interstate and intrastate toll), and selected custom calling features. Voice 
mail and optional Internet access' may be available with some packages at an 
additional price. The aforementioned services are only available as part of the 
btmdled service offering and are not available on an individual service basis. 
Customers will be billed directly by the Company. 

The Company provides Customers with the option of obtaining a Primary Line and 
Secondary Line per account: 

A. Primary Line 

The initial residential local exchange access line per account. 

B. Secondary Line 

The second or additional residential local exchange access line, billed to the 
same address as the Primary Line, the Secondary Line will share the 
monthly call allowance with the Primary Line and will not include any 
features. Feature packages must be purchased separately. 

Should a Customer with both lines opt to disconnect the Primary Line, the 
remaining Secondary Line will automatically convert to a Primary Line with 
all features and functionality of such, and at the Primary Line monthly 
recurring rate. 

' Voice mail and Internet access are not regulated by the Commission. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
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SECTION 4 - BASIC SERVICES AND RATES, CONT'D 

Network Exchange Service, (Cont'd.) 

4.2.2 IDT America Unlimited Plan 

Package Price for IDT America Unlimited Plan 
Primary Line, per month $39.95 
Secondary Line, per month $39.95 
Service Connection Fee, one time charge per line# 

Primary Line $79.99 
Secondary Line $69.00 

This service is for use by residential customers. The company reserves the right to 
adjust a customer's service upon appropriate customer notification. If it is 
determined that usage is not consistent with residential voice applications, the 
Customer's service will be assessed a $50.00 monthly recurring data usage charge 
or be disconnected. For the purpose of this service plan, Customer's use of more 
than 4,000 minutes per month for non-voice applications including, but not limited 
to Internet access, shall cause the data usage charge to be imposed. 

IDT America Unlimited Service Plan includes the following: 

1. Local Line and unlimited direct-dialed Local Exchange calling. 

2. Unlimited Domestic direct-dialed Toll Calling. 

3. Primary Line Custom Calling Features Package: Caller ID with Name, Call 
Waiting, Speed Dial (8), Call Waiting with Caller ID and Name and 
Anonymous Call Rejection. 

# Service Connection fee waived for those customers who meet the Company's enrollment criteria 
and who retain their existing telephone number when switching their service to IDT. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
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SECTION 4 - BASIC SERVICES AND RATES, CONT'D 

4.2. Network Exchange Service, Cont'd. 

4.2.3 IDT America Choice Service Plan 

Package Price for IDT America Choice Service Plan 
Primary Line, per month $28.95 
Secondary Line, per month $28.95 
Service Connection Fee, one time charge per line# 

Primary Line $79.99 
Secondary Line $69.00 

Ths  service is for use by residential customers. The company reserves the right to 
adjust a customer's service upon appropriate customer notification. If it is 
detennined that usage is not consistent with residential voice applications, the 
Customer's service will be assessed a $50.00 monthly rec~lrring data usage charge 
or be discoimected. For the purpose of this service plan, Customer's use of more 
than 4,000 minutes per month for non-voice applications including, b~l t  not limited 
to Internet access, shall cause the data usage charge to be imposed. 

IDT America Choice Service Plan includes the following: 

1. Local Line and unlimited direct-dialed Local Exchange calling. 

2. Direct-dialed intrastate toll calls for $0.12 per minute. 

3. Customer has the option to pay an additional $5.00 per line per month to 
receive unlimited direct-dialed intrastate intraLATA toll calls and $0.12 per 
millute for direct-dialed intrastate interLATA toll calls. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
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SECTION 4.0 - BASIC SERVICES AND RATES, (CONT'D.) 

4.2 Network Exchange Bundled Service, (Cont'd.) 

4.2.3 IDT America Choice Service Plan (Cont'd) 

4. Primary Line Custom Calling Features Package: Caller ID with Name, Call 
Waiting, Call Waiting with Caller ID and Name and Anonymous Call 
Rejection. 

# Service Connection fee waived for those customers who meet the Company's enrollment 
criteria and who retain their existing telephone number when switching their service to IDT. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 071 02-3 1 1 1 
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SECTION 4 - BASIC SERVICES AND RATES, CONT'D 

4.2 Network Exchange Service, Cont'd. 

4.2.4 Reserved for Future Use 

Issued: Effective: 
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SECTION 4 - BASIC SERVICES AND RATES, CONT'D 

4.2 Network Exchange Service, Cont'd. 

4.2.5 Reserved for Future Use 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 071 02-3 1 11 
(973) 438-1000 



IDT AMERICA, COW. South Dakota Tariff No. 2 
Original Title Sheet 65 

SECTION 4 - BASIC SERVICES AND RATES, CONT'D 

4.2 Network Exchange Service, Cont'd. 

4.2.6 Reserved for Future Use 
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SECTION 4 - BASIC SERVICES AND RATES, CONT'D 

4.2 Network Exchange Service, Cont'd. 

4.2.7 Reserved for Future Use 

Issued: Effective: 
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SECTION 4 - BASIC SERVICES AND RATES, CONT'D 

4.2 Network Exchange Service, Cont'd. 

4.2.8 Reserved for Future Use 

Issued: Effective: 
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SECTION 4 - BASIC SERVICES AND RATES, CONT'D 

4.2 Network Exchange Service, Cont'd. 

4.2.9 Reserved for Future Use 

Issued: Effective: 
By: 
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SECTION 4 - BASIC SERVICES AND RATES, CONT'D 

4.2 Network Exchange Service, Cont'd. 

4.2.10 Reserved for Future Use 

Issued: Effective: 
By: 
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(973) 43 8- 1000 



IDT AMERICA, COW South Dakota Tariff No. 2 
Original Title Sheet 70 

SECTION 5 - MISCELLANEOUS SERVICES AND RATES 

5.1 Service Order and Change Charges 

Non-recurring charges apply to processing Service Orders for new service, for changes in 
service. 

5.1.1 Service Order Charges 

Primary Service Connection Charge - applies to requests for initial connection or 
establishment of telephone service to the Company. 

Secondary Service Connection Charge - applies to the second or additional line 
of a new access line installation and connection and customer req~lests for an inside 
move, change or addition to regular service. This charge applies only when the 
second or additional line is ordered sim~lltaneously with the initial connection for 
service. 

Transfer of Service Charge, Primary Line - applies to the first line of a Transfer 
of Service Order, (TOS) when a customer req~lests a move or change in physical 
location. This charge applies whether a customer changes telephone number or not. 
If, in addition, the Customer requests the telephone number be changed, a separate 
charge may apply. 

Transfer of Service Charge, Secondary Line - applies to the second, or third, etc., 
line of a Transfer of Service Order, (TOS) when a customer requests a move or 
change in physical location. This charge applies whether a customer changes 
telephone n~unber or not. If, in addition, the Customer requests the telephone 
number be changed, a separate charge may apply. 

Technician Dispatch Charge - A separate Technician Dispatch Charge applies, in 
addition to all other charges for the visit, when a visit to the Customer's premises is 
necessary to isolate a problem reported to the Company but identified by the 
Company's teclmician as attributable to Customer-provided equipment or inside 
wire. This charge also applies for visits by the Company's agents or employees, at 
the Customer's request, to the Premises of the Customer, when the Customer fails 
to meet the Company's agent or employees for the prearranged appointment as 
requested. 

Issued: Effective: 
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SECTION 5 - MISCELLANEOUS SERVICES AND RATES 

5.1 Service Order and Change Charges (Cont'd) 

5.1.1 Service Order Charges (Cont'd) 

Service Order Charge - This charge, applicable to Business Customers only, 
applies to a customer-req~~ested changes in service not specifically on other 
identified nowrecurring service order and change charges. This charge is applied in 
cases where H~mting is added after the initial order is placed. 

Issued: Effective: 
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SECTION 5 - MISCELLANEOUS SERVICES AND RATES, CONT'D. 

5.1 Service Order and Change Charges, Cont'd. 

5.1.2 Change Order Charges 

Change Order Charges apply to work associated with providing exchange line 
service or customer-requested changes to existing services. One charge applies for 
each change order requested by the customer. If multiple changes listed below are 
requested by the Customer and occur on the same orderlreq~lest one charge only 
applies. A Change Order Service Charge applies to the following customer-initiated 
changes : 

Feature or Feature Pack Change Order - applies when a customer requests a 
change, adding or removing a feature or feature pack. 

Toll Restriction Fee Order - applies when a Customer requests a change, adding 
or removing Toll Restriction Service. 

Telephone Number Change Order - applies to each telephone n~unber change 
req~~estlorder. 

Plan Change Charge - applies when a residential Customer requestslorders a 
change in service from one service plan to another service plan. 

Listing Change Charge - applies when a Customer requestslorders a change to add 
or delete a white Sheets listing or requests a change to addldelete listings. Tlis 
charge also applies to request for Non-Published or Non-Listed numbers. 

Issued: Effective: 
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SECTION 5 - MISCELLANEOUS SERVICES AND RATES, CONT'D. 

5.1 Service Order and Change Charges, Cont'd. 

5.1.3 Record Change Charges 

A Record Change charge applies when a Customer requestslorders a change to 
Company records such as addinglchanging a name on said Customer's acco~mt, 
changing billing address or contact information, addinglchanging the person(s) 
authorized to make changes on said Customer's account. 

5.1.4 Miscellaneous Charges 

Duplicate Invoice - applies each time a Customer requests an additional copy of a 
current bill or invoice. 

Call Detail Report - applies each time a Customer requests local call detail for a 
given month. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, C o p  
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 



IDT AMERICA, COW. South Dakota Tariff No. 2 
Original Title Sheet 74 

SECTION 5 - MISCELLANEOUS SERVICES AND RATES, CONT'D. 

5.1 Service Order and Change Charges, Cont'd. 

5.1.5 Rates 

Residence Business 

Service Order Charges 
Primary Service Connection Charge * * 
Secondary Service Connection Charge * * 
Transfer of Service Charge, Primary Line $150.00 $150.00 
Transfer of Service Charge, Secondary Line $55.00 $55.00 
Techc ian  Dispatch Charge $69.99 $79.99 
Service Order Charge $15.00 $15.00 

Change Order Service Charges 
Feature or Feature Pack Change Order $15.00 $15.00 
Toll Restriction Fee Order $15.00 $15 .OO 
Telephone Number Change Order $15.00 $15.00 
Long Distance Minutes Pack Change Order $15 .OO $15.00 
Listing Change Charge $15.00 $15.00 
Service Plan Change Charge . $15.00 $15.00 

Record Change d c  d c  

Miscellaneous Charges 
D~lplicate Invoice 
Call Detail Report 

* Service Connection charges are listed with the rates for each specific service tariffed. 

Issued: 
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SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.2 Reserved for Future Use 

Issued: Effective: 
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SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.3 Restoration of Service 

A restoration charge applies to the restoration of suspended service and facilities beca~~se of 
nonpayment of bills and is payable at the time that the restoration of the suspended service 
and facilities is arranged. The restoration charge does not apply when, afler disconnection 
of service, service is later re-installed. 

Per occasion, per line 

Residence Business 

$29.99 $49.99 

Issued: 
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5.4 Temporary Suspension/Restoration of Service 

Upon the request of the customer, service may be temporarily suspended. Suspension of 
service may begin or terminate on any day of the month provided notice is given 
sufficiently in advance for arrangements to be made. Service will be disconnected to the 
extent necessary to assure than no inward or outward service will be available during the 
period of suspension. 

Residence Business 

Temporary Suspension Charge 

Issued: 
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SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.5 Public Telephone Surcharge 

In order to recover the Company's expenses to comply with the FCC's pay telephone 
compensation plan effective on October 7, 1997 (FCC 97-371), an ~mdiscountable per call 
charge is applicable to all intrastate calls that originate from any pay telephone, not 
pres~ibscribed to the Company, used to access Company provided services. This swcharge, 
which is in addition to standard tariffed usage charges and any applicable service charges 
and surcharges associated with service, applies for the use of the instrument used to access 
Company provided service and is unrelated to the service accessed from the pay telephone. 

Pay telephones include coin-operated and coinless phones owned by local telephone 
companies, independent companies and interexchange carriers. The Public Pay Telephone 
Surcharge applies to the initial completed call and any reoriginated call (e.g., using the "#" 
symbol). The Public Pay Telephone Smcharge does not apply to calls placed from pay 
telephones at which the Customer pays for service by inserting coins d~lring the progress of 
the call. 

W~enever possible, the Public Pay Telephone Surcharge will appear on the same invoice 
containing the usage charges for the smcharged call. In cases where proper pay telephone 
coding digits are not transmitted to the Company prior to completion of a call, the Public 
Pay Telephone Smcharge may be billed on a subsequent invoice after the Company has 
obtained information from a carrier that the originating station is an eligible pay telephone. 

Maxim~un Rate Per Call: $0.35 

Issued: Effective: 
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SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.6 Optional Calling Features 

The features in this section are made available to Customers on a per use basis. All features 
are provided subject to availability. Customers may utilize each feature by dialing the 
appropriate access code. The Customer will be billed the per feature activation charge 
shown in the table below each time a feature is used by the Customer. Transmission levels 
for calls forwarded or calls placed or received using optional calling features may not be 
acceptable for all some uses in some cases. 

5.6.1 Feature Descriptions 

Caller ID with Name and Number - allows a Customer to see a caller's name and 
number previewed on a display screen before the call is answered allowing a 
Customer to prioritize and or screen incoming calls. Caller ID records the name, 
number, date and time of each incoming call - including calls that aren't answered 
by the Customer. Caller ID service requires the use of specialized CPE not provided 
by the company. It is the responsibility of the Customer to provide the necessary 
CPE. In areas where Caller ID with Name is not available, Caller ID, which only 
displays the incoming telephone number, will be substituted. 

Call WaitingICancel Call Waiting (CCW) - Call Waiting (CW) provides a tone 
signal to indicate to a Customer already engaged in a telephone call that a second 
caller is attempting to dial in. It will also permit the Customer to place the first call 
on hold, answer the second call and then alternate between both callers. CCW 
allows a (CW) Customer to disable CW for the duration of an outgoing telephone 
call. CCW is activated (i.e., CW is disabled) by dialing a special code prior to 
placing a call, and is automatically deactivated when the Customer disconnects 
from the call. 

Issued: Effective: 
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SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.6 Optional Calling Features (Cont'd) 

5.6.1 Feature Descriptions (Cont'd) 

Call Waiting with Caller ID with Name - Call Waiting with Caller ID with Name 
provides a tone signal to indicate to a Customer already engaged in a telephone call 
that a second caller is attempting to dial in and allows a Customer to see a caller's 
name and number previewed on a display screen allowing a Customer to prioritize 
and or screen incoming calls. This feature permits the Customer to place the first 
call on hold, answer the second call and then alternate between both callers. Cancel 
Call Waiting (CCW) allows a Call Waiting (CW) Customer to disable CW for the 
duration of an outgoing telephone call. CCW is activated (i.e., CW is disabled) by 
dialing a special code prior to placing a call, and is automatically deactivated when 
the C~lstomer disconnects from the call. In areas where Caller ID with Name is not 
available, Caller ID, which only displays the callers telephone number, will be 
substituted. 

Three Way Calling - Pennits the Customer to add a third party to an established 
connection. When the third party answers, a two-way conversation can be held 
before adding the original party for a three-way conference. The Customer initiating 
the conference controls the call and may disconnect the third party to reestablish the 
original connection or establish a connection to a different third party. The feature 
may be used on both o~~tgoing and incoming. 

Caller Identification Blocking: Allows the name and nurnber of the calling party 
to be blocked froin being transmitted when placing outbound calls. 

Per Call Blocking: To activate per-call blocking, a Customer dials a special code 
prior to placing a call. Bloclung will be activated for that outgoing call only. 

Issued: Effective: 
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SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.6 Optional Calling Features (Cont'd) 

5.6.1 Feature Descriptions (Cont'd) 

Per Line Blocking: When blocking is established on the line, it can be deactivated 
by dialing a code before each call. This one call wnblock allows the name andlor 
number to be sent for that one call only. Customers who choose per line blocking 
for the first time will not be charged the nonrecurring charge. After the first time, 
customers requesting per line blocking will pay a nonrecwring charge for each line 
equipped with per line blocking. Per line blocking will be provided free to law 
enforcement and domestic violence agencies and individual victims of domestic 
violence upon request. 

Call Forward - Busy - If the Customer's line is busy when a caller tries to call the 
Customer, Call Forward - Busy will forward the Customer's incoming calls to 
another telephone number that the Customer selects. If the Customer forwards his 
calls to a long distance number, long distance charges will apply in accordance with 
the terms of the plan. The Customer's forwarding number is "fixed" and can only 
be changed by IDT. To change the Customer selected forwarding number, the 
Customer must contact IDT. 

Call Forward - Don't Answer - When the Customer is not available to answer the 
phone, Call Forward - Don't Answer forwards incoming calls to another telephone 
number the Customer selects. If the Customer forwards the Customer's calls to a 
long distance number, long distance charges will apply in accordance with the terms 
of the plan. Call Forward -Don't Answer is available by subscription only. The 
Customer's forwarding number is "fixed" and can only be changed by IDT. To 
change the Customer selected forwarding number, the Customer must contact IDT. 

Call Forward - Busy and Don't Answer - This service incorporates the features of both Call 
Forward - Busy and Call Forward - Don't Answer and is subject to the terms for both services. 

Issued: 
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SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.6 Optional Calling Features (Cont'd) 

5.6.1 Feature Descriptions (Cont'd) 

Speed Dialing (8) - Tlis feature allows a user to dial selected numbers using one 
digits. Up to eight telephone numbers can be selected. The Speed Calling list can 
only accommodate a number consisting of 15 digits or less. 

Speed Dialing (30) - This feature allows a user to dial selected numbers using two 
digits. Up to thirty telephone numbers can be selected. The Speed Calling list can 
only accommodate a number consisting of 15 digits or less. 

Call Return - Call return stores the number of the most recent incoming call 
(including unanswered calls) to a Customer's number. This allows a Customer to 
dial back any missed or unanswered telephone calls. 

Repeat Dialing automatically redials the last telephone number the Customer 
dialed in the Customer's local calling area. The system will keep retrying the 
number attempting to make the connection if the line is busy. 

Anonymous Call Rejection (ACR) - Anonymous Call Rejection (ACR) allows a 
customer to reject calls from callers who have blocked the display of their telephone 
numbers from a Caller ID device. ACR discourages anonymous calls, since callers 
must allow their numbers to be displayed in order to reach you. 

When a customer activates Anonymous Call Rejection, callers who have blocked 
the display of their numbers will hear an announcement telling them that the 
Customer are not accepting blocked calls. They will be instructed to hang up, 
unblock their number and dial again if they wish to reach you. 

A customer will hear a confirmation announcement whenever the Customer activate 
or deactivate the Anonymous Call Rejection feature. 

Issued: Effective: 
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SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.6 Optional Calling Features (Cont'd) 

5.6.1 Feature Descriptions (Cont'd) 

Call Trace - allows Customers to key in a code that alerts the network to trace the 
last call received. The traced telephone number is automatically sent to the 
company for storage for a limited amount of time and is retrievable by legally 
constituted a~~thorities upon proper request by them. By contacting the company 
the Customer can use this application to combat nuisance calls. Ths  service may 
be ordered on a Monthly or per trace basis. 

Talking Call Waiting - A special tone lets a customer know another caller is trying 
to reach them and an automated voice announces the caller's name. A customer can 
note the name of the second caller and call back later, or end the customer's first 
call and take the second call. Like Call Waiting, Talking Call Waiting lets a 
customer switch back and forth between two calls as often as a customer likes. And 
before important conversations or going online, a customer can temporarily 
deactivate Takng  Call Waiting on their line. A customer m~zst also subscribe to 
Call Waiting to have this service. 

Ultra Call Forward - Ultra Call Forward lets the Customer forward incoming calls 
to any phone number fiom anywhere at anytime. Household members can forward 
calls to wherever they are during the day and feel confident that the phone will 
never ring at home when someone isn't available to answer it. Normal local, toll or 
long distance charges will apply to forwarded calls. Calls may not be forwarded to 
an international number. 

Call Forwarding Variable - Call Forwarding Variable allows the Customer to 
choose to rero~~te incoming calls to another specified telephone number. The 
Customer must activate and deactivate this feature. 

Issued: Effective: 
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SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.6 Optional Calling Features (Cont'd) 

5.6.2 Rates 

Feature 

Caller ID with Name and Number 
Call Waiting/Cancel Call Waiting 
Call Waiting ID with Name 
Three Way Calling 
Three Way Calling (Per Use) 
Caller Id Bloclung, per call 
Caller Id Bloclung, per line 
Call Forward - Busy 
Call Forward -Don't Answer 
Call Forward Busy and Don't Answer 
Speed Dial - 8 
Speed Dial - 30 
Call Return 
Call Return (Per Use) 
Repeat Dialing 
Repeat Dialing (Per Use) 
Anonymous Call Rejection 
Call Trace 
Call Trace (Per Trace) 
Tallung Call Waiting 
Ultra Call Forwarding 
Call Forwarding Variable 

"Nonrecurring charge 

Rate 

Issued: 
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SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.7 Directory Assistance Service 

A Customer may obtain assistance, for a charge, in determining a telephone number by 
dialing Directory Assistance Service. A Customer can also receive assistance by writing the 
Company with a list of names and addresses for whch telephone numbers are desired. 

A business or residence main telephone exchange line may be registered for exemption 
from Directory Assistance charges where one of the users of the line is considered to be 
legally blind, visually or physically handicapped, or where the user's handicap prevents the 
dialing of a telephone in a conventional manner or permits only the dialing of "0". Req~~ests 
for exemption must be accompanied by certification of the handicap. Acceptable 
certifications include those signed by a physician, issued by a state agency qualified to 
certify such handicaps or pre-existing certifications establishing visual or physical inability 
to use a directory s~zch as those which qualify the handicapped person for an income tax 
exemption or social security benefits on the basis of blindness or physical disability or for 
use of the facilities of an agency for the blind. 

5.7.1 Basic Directory Assistance 

The rates specified following apply when Customers request company assistance in 
determining telephone numbers of Customers who are located in the same local 
service area or who are not located in the same local service area but who are 
located within the same NPA. 

A maxiin~~m of two (2) requested telephone numbers are allowed per call. 
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SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.7 Directory Assistance Service (Cont'd) 

5.7.2 Directory Assistance Call Completion 

Directory Assistance Call Completion (DACC) is a service that provides customers 
the option of having their local or intraLATA calls automatically completed when 
they request a telephone listing from the Directory Assistance operator. The call 
may be completed a~~toinatically or by the Directory Assistance operator. 

The DACC portion of the call may either be billed in the same manner as the DA 
portion or alternately billed by using a calling card, billing to a third number, or 
collect. All operator-handled charges, as specified in 5.8, apply as appropriate. 

There are no allowances for DACC, however, the Directory Assistance portion of 
the call is still governed by the appropriate call allowance as South Dakota in 
Section 5.7.1. 

For local and intraLATA calls, charges for DACC service are not applicable to calls 
placed by those customers with reading, visual, or physical l~andicaps. 
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5.8 Directory Assistance Service (Cont'd) 

5.8.3 National Directory Assistance Service 

National Directory Assistance Service is provided to customers of the Company for 
the purpose of req~~esting telephone numbers of individuals or businesses who are 
located outside the customer's local calling area or outside the customer's local 
Directory Assistance area. 

There are no call allowances or exemptions for National Directory Assistance. 

A maximum of two (2) requested telephone numbers are allowed per call. 

This service may be alternately billed by using a calling card, billing to a third 
number, or collect. Operator-handled charges, as specified in 5.8, apply as 
appropriate. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 071 02-3 11 1 
(973) 438-1000 



IDT AMERICA, COW. South Dakota Tariff No. 2 
Original Title Sheet 88 

SECTION 5 - MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.7 Directory Assistance Service (Cont'd) 

5.7.4 Rates 

A. Basic Directory Assistance 
Per query 

Direct dialed (in excess of allowance) $0.50 

B. Directory Assistance Call Completion 

Per completed call $0.30 

C. National Directory Assistance . 

Direct dialed, per call $0.95 
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SECTION 5 - MISCELLANEOUS SERVICES AND RATES, CONT'D. 

5.8 Operator Services 

The Company's operator services, available to presubscribed Customers, are accessible on 
a twenty-four (24) hour per day seven (7) days per week basis. In addition to the per call 
service charge, usage rates apply. The types of calls handled are as follows: 

Customer Dialed CallingICredit Card Call - ~ h i s  charge applies in addition to usage 
charges for station to station calls billed to an authorized Calling Card or Commercial 
Credit Card. The Customer must dial the destination telephone number where the 
capability exists for the Customer to do so. A separate rate applies in the event operator 
assistance is requested for entering the Customer's card number for billing purposes. 

Operator Dialed CallingICredit Card Call - This charge applies in addition to usage 
charges for station to station calls billed to an authorized telephone Calling Card or 
Commercial Credit Card and the operator dials the destination telephone number at the 
req~lest of the Customer. 

Operator Station - These charges apply in addition to usage charges for non-Person-to- 
Person calls placed using the assistance of a Company operator and billed Collect, to a 
Third Party, by deposit of coins in Pay Telephones, or via some method other than a 
Calling Card or Commercial Credit Card. 

Person-to-Person - Tlis charge applies in addition to usage charges for calls placed with 
the assistance of a Company operator to a particular party at the destination n~mber.  This 
charge applies regadless of billing method, including but not limited to billing to a Calling 
Card, Commercial Credit Card, Collect, by deposit of coins in Pay Telephones, or to a 
Third Party. Charges do not apply unless the specified party or an acceptable substitute is 
available. 

Usage charges for local operator assisted calls are those usage charges that would normally 
apply to the calling party's service. In addition to usage charges, an operator assistance 
charge applies to each call: 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.8 Operator Services, (Cont'd) 

5.8.1 Local Operator Assistance Services 

Operator assistance is provided to Customers presubscribed to IDT's service, for 
assistance in completing or billing calls within the state of South Dakota. 

A. Local and IntraLATA Usage Rates: 

Usage charges will be billed at the rate in effect for the presubscribed 
service purchased by the Customer (See Section 4.3 of t h s  tariff). 

B. Per Call Service Charges 

In addition to applicable usage charges, a service charge applies to each call 
completed with operator assistance. When more than one service charge 
would apply, only the greater charge is applied. 

Customer Dialed Calling Card 
Operator Dialed Calling Card 
Collect 
Third Party Billed 
Person-to-Person 
Operator Dialed Surcharge 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 071 02-3 11 1 
(973) 438-1000 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.9 Busy Line Verification and Line Interrupt Service 

Upon request of a calling party the Company will verify a busy condition on a designated 
local service line. The operator will determine if the line is clear or in use and report to the 
calling party. At the request of the Customer, the operator will interrupt the call on the busy 
line. Busy Line Interruption is only permitted in cases where the calling party indicates an 
emergency exists and requests interruption. 

No charge will apply when the calling party advises that the call is to or from an official 
public emergency agency. Busy Verification and Interrupt Service is furnished where and 
to the extent that facilities permit. If the Customer has the operator interrupt a call, both the 
Busy Line Verification and the Emergency Interrupt charge will apply 

The Customer shall identify and save the Company harmless against all claims that may 
arise from either party to the interrupted call or any person. 

Busy Line Verification 
Emergency Intemlption 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 43 8- 1000 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.10 Directory Listing Services 

5.10.1 General 

The following rates and regulations apply to standard listings in light face type in 
the white Sheets (alphabetical section) of the telephone directory and to the 
Directory Assistance records of the Company. 

Directory listings are limited to such infonnation as is essential to the identification 
of the listed party. The listing of a service, commodity, or trade name is not 
permitted unless it is the name, or an integral part of the name, under which the 
Customer does business. 

A listing is limited to one line in the directory, except where in the judgement of the 
Company, more than one line is required to identify the Customer properly. In such 
cases, the additional lines required are provided at no extra charge. 

Dual name listings are pennitted as a regular directory listing for residential service. 

Listing services are available with all classes of main telephone exchange service. 

5.10.2 Listings 

A. Primary Listing 

One listing, termed the primary listing, is included with each exchange 
access line or each joint user service. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 071 02-3 1 1 1 
(973) 438-1000 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.10 Directory Listing Services (Cont'd) 

5.10.2 Listings 

B. Additional Listings 

Additional listings may be the listings of individual names of those entitle to 
use the customer's service or, for business, Departments, Divisions, 
Tradenames, etc. 

In connection with business and residence service, regular additional listings 
are available only in the names of Authorized Users of the Customer=s 
service. 

Ordinarily, all additional listings are of the same address and telephone 
number as the primary listings, except as provided for joint user and 
alternate n~lmber listings. However, when it appears necessary as an aid to 
the use of the directory and provided satisfactory service can be furnished, a 
listing will be permitted under the address of a branch exchange, Centrex or 
extension of an exchange service line installed on the premises of the 
Customer, but at an address different from that of the attendant position of 
main service. 

Business additional listings are not permitted in connection with residence 
service. Residence additional listings are also permitted in coimection with 
business service wlich is located in a residence and for permanent or season 
guests residing in a hotel or club. 

A residence dual name additional listing is comprised of a surname, two first 
names, address and telephone number. A residence dual name additional 
listing may be provided for two persons who share the same surname and 
reside at the same address, or for a person known by two first names. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Co~msel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.10 Directory Listing Services (Cont'd) 

5.10.2 Listings (Cont'd) 

C. Nonpublished Service 

The telephone numbers of nonpublished service are not listed in either the 
Company's alphabetical directory or Directory Assistance records available 
to the general public. 

Non published information may be released to emergency service providers, 
to customers who subscribe to Company offerings which requlire the 
information to provide service and/ or bill their clients, or, to telephone 
customers who are billed for calls placed to or from nonpublished numbers 
and to entities which collect for the billed services. Nonpublished names 
andlor telephone numbers may also be delivered to customers on a call-by- 
call basis. 

Incoming calls to nonpublished service will be completed by the Company 
only when the calling party places the call by number. The Company will 
adhere to this practice not withstanding any claim the calling party may 
present, except claims of emergencies involving life and death. In such 
cases, the Company will call the non-published number and requzest 
permission to make an imrnediate connection to the calling party. 

When the Company agrees to keep a number unlisted, it does so without any 
obligation. Except for cases of gross negligence or willfill miscondu~ct, the 
Company is not liable for any damages that might arise fi-om pu~blishing a 
non-published number in the directory or disclosing it to some. If, in error, 
the telephone number is published in the directory, the Company's only 
obligation is to credit or refiuld any monthly charges the Customer paid for 
non-pulblished service. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, C o p  
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 



IDT AMERICA, COW. South Dakota Tariff No. 2 
Original Title Sheet 95 

SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.10 Directory Listing Services (Cont'd) 

5.10.2 Listings (Cont'd) 

C. Nonpublished Service (cont'd) 

The Subscriber indemnifies (i.e., promises to reimb~rse the Company for 
any amount the Company must pay as a result of) and save the Company 
harmless against any and all claims for damages caused or claimed to have 
been caused, directly or indirectly, by the p~zblication of a non-published 
service or the disclosing of said number to any person. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 43 8- 1000 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.10 Directory Listing Services (Cont'd) 

5.10.2 Listings (Cont'd) 

D. Nonlisted Service 

Non-listed service means that the Customer's telephone number is not listed 
in the directory, but does it appear in the Company's Directory Assistance 
Records. 

The Company will only complete calls to a nonlisted number, if req~lested 
by a caller, d~lring the course of a directory assistance call completion 
service. 

When the Company agrees to keep a number ~mlisted, it does so witho~~t any 
obligation. Except for cases of gross negligence or willfill miscond~lct, the 
Company is not liable for any damages that might arise fiom publishing a 
non-listed number in the directory or disclosing it to some. If, in error, the 
telephone number is listed in the directory, the Company's only obligation is 
to credit or refimd any monthly charges the Customer paid for nonlisted 
service. 

The subscriber indemnifies (i.e., promises to reimburse the Company for 
any amount the Company must pay as a result of) and save the Company 
harmless against any and all claims for damages caused or claimed to have 
been caused, directly or indirectly, by the publication of a non-listed service 
or the disclosing of said number to any person. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.10 Directory Listing Services (Cont'd) 

5.10.2 Listings (Cont'd) 

E. Toll-Free Directory Listing 

Where available, a listing whch references the Toll Free Number for a 
Business customer will be made available. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 071 02-3 1 11 
(973) 43 8- 1000 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.10 Directory Listing Services (Cont'd) 

5.10.3 Maximum Rates and Charges 

Primary Listing, 
Business 
Residence 

Additional Listings, 
Business 
Residence 

Non-Listed, 
Business 
Residence 

Non-Published, 
Business 
Residence 

Toll-Free Directory Listings, 
Business 
Residence 

Per Month 

$ 0.00 
$ 0.00 

$ 2.00 
$2.00 

$2.00 
$2.00 

$2.00 
$2.00 

$ 15.00 
$ 15.00 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 071 02-3 1 1 1 
(973) 438-1000 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.11 Carrier Presubscription 

5.11.1 General 

Carrier Presubscription is a procedure whereby a Customer designates to the 
Company the carrier which the Customer wishes to be the carrier of choice for 
intraLATA and interLATA toll calls. Such calls are automatically directed to the 
designated carrier, without the need to use carrier access codes or additional dialing 
to direct the call to the designated carrier. Presubscription does not prevent a 
Customer who has presubscribed to an IntraLATA or InterLATA toll carrier f?om 
using carrier access codes or additional dialing to direct calls to an alternative long 
distance carrier on a per call basis. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, C o p  
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.11 Carrier Presubscription 

5.11.2 Presubscription Options - Customers may select the same carrier or separate 
carriers for intraLATA and interLATA long distance. The following options for 
long distance Presubscription are available: 

Option A: Customer selects the Company as the presubscribed carrier for 
IntraLATA and InterLATA toll calls subject to pres~lbscription. 

Option B: Customer may select the Company as the pres~lbscribed carrier for 
IntraLATA calls s~lbject to presubscription and some other carrier as 
the presubscribed carrier for interLATA toll calls s~~bject  to 
presubscription. 

Option C: Customer may select a carrier other than the Company for 
intraLATA toll calls s~lbject to presubscription and the Company for 
interLATA toll calls subject to presubscription. 

Option D: Customer may select the carrier other than the Company for both 
intraLATA and interLATA toll calls subject to pres~bscription 

Option E: Customer may select two different carriers, neither being the 
Company for intraLATA and interLATA toll calls. One carrier to be 
the Customer's primary intraLATA interexchange carrier. The other 
carrier to be the Customer's primary interLATA interexchange 
carrier. 

Option I?: Customer may select a carrier other than the Company for no 
presubscribed carrier for intraLATA toll calls s~bject  to 
presubscription which will require the Customer to dial a carrier 
access code to route all intraLATA toll calls to the carrier of choice 
for each call. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Co~msel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.1 1 Carrier Presubscription 

5.11.3 Rules and Regulations 

Customers of record will retain their primary interexchange carrier(s) until they 
request that their dialing arrangements be changed. 

Customers of record or new Customers may select either Options A, B, C, D, E or F 
for intraLATA Pres~lbscription. 

Customers may change their selected Option and/or presubscribed toll carrier at any 
time subject to charges specified in 5.1 1.5 below. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.11 Carrier Presubscription 

5.1 1.4 Presubscription Procedures 

A new Customer will be asked to select intraLATA and interLATA toll carriers at 
the time the Customer places an order to establish local exchange service wit11 the 
Company. The Company will process the Customer's order for service. All new 
Customers' initial req~lests for intraLATA toll service presubscription shall be 
provided fi-ee of charge. 

If a new Customer is unable to make selection at the time the new Customer places 
an order to establish local exchange service, the Company will read a random 
listing of all available intraLATA and interLATA carriers to aid the Customer in 
selection. If selection is still not possible, the Company will inform the Customer 
that helshe will be given 90 calendar days in which to inform the Company of 
lislher choice for primary toll carrier(s) free of charge. Until the Customer informs 
the Company of hislher choice of primary toll carrier, the Customer will not have 
access to long distance services on a presubscribed basis, but rather will be req~lired 
to dial a carrier access code to route all toll calls to the carrier(s) of choice. 
Customers who inform the Company of a choice for toll carrier presubscription 
within the 90 day period will not be assessed a service charge for the initial 
Customer request. 

Customers of record may initiate a intraLATA or interLATA pres~~bscription 
change at any time, subject to the charges specified in 5.1 1.5 below. If a Customer 
of record inquires of the Company of the carriers available for toll pres~lbscription, 
the Company will read a random listing of all available intraLATA carriers to aid 
the Customer in selection. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
D T  America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.11 Carrier Presubscription 

5.11.5 Presubscription Charges 

A. Application of Charges 

After a Customer's initial selection for a presubscribed toll carrier and as 
detailed in above, for any change thereafter, an Presubscription Change 
Charge, as set for the below will apply. Customers who request a change in 
intraLATA and interLATA carriers with the same order will be assessed a 
single charge per line. 

B. Nonrecurring Charges 

Per business or residence line, trunk, or port: $5.00 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.12 Intercept Referral Service 

5.12.1 General 

Referral Service is a service used when a Customer discomects service or changes 
telephone numbers. Calls to the intercepted telephone number are referred to a 
recorded message that states the line number status and a referral n~~mber  for calls 
placed to a disconnected or changed residence or business line number. 

5.12.2 Rates 

Basic Referral Service 
Residence Business 
$7.00 $7.00 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.13 Toll Restriction Service 

At the Customer's request, the Company will restrict an individual residence or business 
line, fiom access to the interexchange carrier toll network, where facilities permit. The 
nonrecurring charge will apply to each line at the time of restriction. A nonrecurring Toll 
Service Restoral Charge will apply to each line when the customer requests that toll service 
be restored. 

5.13.1 Rates 
Residence Business 

Toll Restriction Charge, per line $5 .OO $5.00 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 43 8- 1000 
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SECTION 5- MISCELLANEOUS SERVICES AND CHARGES, CONT'D. 

5.14 900 Blocking 

900 Blocking is provided at the Customer's request and gives the Customer the ability to 
restrict calls to 900 service access codes. This option blocks access to all 900 services 
reached by either dialing 1+900+NXX-XXXX or using an operator. The initial blocking of 
a Customer's line or lines will be provided at no charge to the Customer. S~lbsequent 
blocking (after an intervening elimination of the Blocking Option at the Customer's 
request) will be subject to the non-recurring charge. 

5.14.1 Rates 
Residence Business 

Initial Request $0.00 $0.00 
Subseq~lent Request, per line $5.00 $5.00 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 43 8- 1000 
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SECTION 6 - LONG DISTANCE SERVICES 

6.1 General 

Rates and regulations for the Company's Long Distance Services may be found in the 
Company's South Dakota Tariff No. 1. 

Issued: 
By: 

Effective: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 
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ACCESS SERVICES 
7.1 General 

Rates and regulations for the Company's Access Services may be found in tlle Company's 
South Dakota Tariff No. 3. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1 000 
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SECTION 8 - SPECIAL ARRANGEMENTS 

8.1 Individual Case Basis (ICB) Arrangements 

Arrangements will be developed on a case-by-case basis in response to a bona fide special 
request from a Customer or prospective Customer to develop a competitive bid for a 
service not generally offered under this tariff. Rates quoted in response to such competitive 
requests may be different than those specified for such services in this tariff. ICB rates will 
be offered to the Customer in writing and on a nondiscriminatory basis. 

ICB will be filed with the Public Utilities Commission. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 11 1 
(973) 438-1000 
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SECTION 9 - PROMOTIONS 

9.1 General 

The Company may, fiom time to time, offer services in t h s  Tariff at special promotional 
rates andlor terms. Such promotional arrangements shall be filed with the Commission 
before promotion becomes effective. All rates and terms contained in this Tariff shall 
contin~le to apply unless specifically addressed in the promotional agreements. 

Issued: Effective: 
By: 

Carl Wolf Billek, Associate General Counsel 
IDT America, Corp. 
520 Broad Street 
Newark, New Jersey 07 102-3 1 1 1 
(973) 438-1000 



VIA OVERNIGHT MAIL 

Panlela Bonrud, Executive Director 
South Dakota Public Utilities Colmnission 
500 E. Capitol 
State Capitol Building, 1'' Floor 
Pierre, South Dakota 57501 

ID$ Corporation 
520 Broad Street 

I\lewark. NJ 071 02 USA 

P 073 438!3342 
December 17,2003 , ,i3 43s,1455 

www.~dt.net 

Re: Application of IDT America, Corp. for Certificate of Authority 
South Dakota PUC Docket TC03-168 +-~-'&oo-- / & 8 

Dear Mr. Bullard: 

In accordance with the request of Commission Staff, IDT America, Corp. 
("IDT") hereby submits a new Indemnity Bond to the People of the State of South 
Dakota in the amount of $25,000. 

An original and thee  (3) copies of this letter and its attachment are provided. 
Please date-stamp the enclosed extra copy of this letter and return it in the self-addressed, 
stamped envelope provided herein. 

Should you have any questions concerning this filing, please do not hesitate to 
contact me at (973) 438-4854. 

Respectfully submitted, 

Carl Wolf Billelc 
IDT America, Corp. 



INDEMNITY BOND 
TO THE 

PEOPLE OF THE STATE OF SOUTH DAKOTA 

Bond. No.: 6176947 

We, IDT America, Corp., the principal and applicant for a CERTIFICATE OF 
AUTHORITY to provide telecommunications services within the State of South Dakota, and 
SAFECO Insurance Company of America, as an adrmtted s ~ ~ e t y  insurer, bind ourselves unto the 
Public Utilities Colnmission of the State of South Dakota and the consumers of So~lth Dakota as 
Obligee, in the sum of $25,000.00. 

The c onditions o f t he obligation are such that the principal, 11 aving b een granted such 
CERTIFICATE OF AUTHORITY subject to the provision that said principal purchase t h s  
Indemnity Bond, and if said principal shall in all respects fully and faitllfully comply with all 
applicable provisions South Dakota State Law, and reimburse customers of IDT America, Corp. 
for any prepayment or deposits they have made wlich may be ~ u ~ a b l e  or ~mwilling to return to 
said customers as a result of insolvency or other business failure, they tlis obligation shall be 
void, discharges and forever exonerated, otheiwise to remain in full force and effect. 

Tlis bond shall take effect as of the date heron and shall remain in force and effect until 
the surety is released fiom liability by the written order of the Public Utilities Commission, 
provided that the surety may cancel tlis Bond and be relieved of further liability hereunder by 
delivering thirty (30) days written notice to the P~lblic Utilities Commission. Such cancellation 
shall ilot affect any liability incurred or accrued hereunder prior to the tennination of said thirty 
(30) day period. 

Dated this 05th day of Decenlber, 2003 
To be effective this 05~" day of December, 2003. 

Countersigned tlis day of l) i r 2001. 
SAFECO Insurance Company of America 

Countersigned for South Dakota 

By: ckw, I? /.&!a By: 
Resident Agent Milena Langert, Atto 



SURETY ACKNOWLEDGMENT f 
STATE OF NEW YORK 
COUNTY OF NASSAU 

On this 05TH day of DECEMBER in the year 2003, before me personally came MILENA LANGERT to me known, who being by me 
duly sworn, did depose and say that he resides in WESTBURY, NEW YORK; that he is the attorney-in-fact of SAFECO INSURANCE 
COMPANY OF AMERICA the corporation described in and which executed the a bove i nstrument; that h e knows the seal o f  s aid 
corporation; that the seal affixed to said instrument is such corporate seal; that it was so affixed bv order of the Board of Directors of 

STATE OF 
COUNTY OF 

On this d a y o f -  , 1 9 , before m e, the undersigned personally came and appeared 
to me personally known and known to me to be 

- the individual described in and who executed the 
foregoing instrument and duly acknowledged to me that executed the same. 

NOTARY PUBLIC STAMP 

P- 
I NOTARY PUBLIC 

CORPORATION - PRINCIPAL 
f 

STATE OF 
COUNTY OF 

On this 
2003 (Ith day of >L2 Cevvl , , before me came S a d k ( + + ~  C O ~ Y - W ~ ~  

did depose and say that he resides at 5 2-0 (5 f o 4 d  )\I QWL:  rrlc N 
that he is of IDT America, C0rp the corporation discribed in and which 
executed the foregoing instrument as principal; that he knows the seal of said corporation; that the seal affixed to said instrument is 
such corporate seal; that it was so affixed by order of the Board of Directors of said corporation, and that he s igwd his name thereto 

. NOTARY PUBLIC - - - - - . - , - -  
PARTNERSHIP - PRINCIPAL 

f 

by like order. 

STATE OF 
COUNTY OF, 

NOTARY PUBLl MWMDREAND 
Notary'Public of New Jeraev 

M y  Coinmission Expires 9121 108 

On this , . day of , B-, before me personally came 
to me personally known, and known to me to be a member of the firm of and 
he duly acknowledged to me that he executed the same for the uses and purposes therein mentioned. 

NOTARY PUBLIC STAMP 

.=?A= 



POWER 
A OW O F r n O R N W  

SAFECO INSURANCE COMPANY OF AMERICA 
GENERAL INSURANCE COMPANY OF AMERICA 
HOME OFFICE: SAFECO PLAZA 
SEATTLE. WASHINGTON 98185 

its true and lawful attomey(s)-ii-fact, with full authority to execute on its behalf fidelity and surety bonds or undertakings and other documents of a similar character 
issued in the course of its business, and to bind the respective company thereby. 

IN WITNESS WHEREOF, SAFECO INSURANCE COMPANY OF AMERICA and GENERAL INSURANCE COMPANY OF AMERICA have each executed and 
attested these presents 

this 29 day of September , 1998 

R.A. PIERSON, SECRETARY W. RANDALL STODDARD, PRESIDENT 

CERTIFICATE 

Extract from the By-Laws of SAFECO INSURANCE COMPANY OF AMERICA 
and of GENERAL INSURANCE COMPANY OF AMERICA: 

"Arlicle V, Section 13. - FIDELITY AND SURETY BONDS ... the President, any Vice President, the Secretary, and any Assistant Vice President appointed for that 
purpose by the officer in charge of surety operations, shall each have authority to appoint individuals as attorneys-in-fact or under other appropriate titles with authority to 
execute on behaif of the company fidelity and surety bonds and other documents of similar character issued by the company in the course of its business ... On any 
instrument making or evidencing such appointment, the signatures may be afiixed by facsimile. On any instrument conferring such authority or on any bond or 
undertaking of the company, the seal, or a facsimile thereof, may be impressed or affixed or in any other manner reproduced; provided, however, that the seal shall not 
be necessary to the validity of any such instrument or undertaking." 

Extract from a Resolution of the Board of Directors of SAFECO INSURANCE COMPANY OF AMERICA 
and of GENERAL INSURANCE COMPANY OF AMERICA adopted July 28,1970. 

"On any cetiiicate executed by the Secretary or an assistant secretary of the Company setting out, 
(i) The provisions of Article V, Section 13 of the By-Laws, and 
(ii) A copy of the power-of-attorney appointment, executed pursuant thereto, and 
(iii) Certifying that said power-oi-attorney appointment is in full force and effect, 

the signature of the cetiiying officer may be by facsimile, and the seal of the Company may be afacsimile thereof." 

I, R.A. Pierson, Secretary of SAFECO INSURANCE COMPANY OF AMERICA and of GENERAL INSURANCE COMPANY OF AMERICA, do hereby certify that the 
foregoing extracts of the By-Laws and of a Resolution of the Board of Directors of these corporations, and of a Power of Attorney issued pursuant thereto, are true and 
correct, and that both the By-Laws, the Resolution and the Power of Attorney are still in full force and effect. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed the facsimile seal of said corporation 

this 05th day of December , 2003 . 

M m . A  
R.A. PIERSON, SECRETARY 

13 Registered trademark of SAFECO Corporation. 
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S A F E C O '  SAFECO INSURANCE COMPANY OF AMERICA 

FINANCIAL STATEMENT - DECEMBER 31.1002 

Assets 

Cash and Bank Deposits ...................................... $ 179,469.961 

"Bonds - U.S Government .................................... 268,315,526 

'kOther Bonds ........................................................... 1,951,399,639 

*Stocks .................................................................... 389,420,765 

Real Estate ............................................................. 13,429,179 

Agents' Balances or Uncollected Premiums .......... 296,414,018 

Accrued Interest and Rents .................................... 34,269,055 

Other Admitted Assets ................................... 252.280.905 

Total Admitted Assets ................................... S384.999.048 

Liabilities 

Unearned Premiums .......................................... $ 595,543,757 
Reserve for Claims and Claims Expense ................... 1,496,818,407 

............... Funds Held Under Reinsurance Treaties 440,473 
Reserve for Dividends to Policyholders ............................ 2,564,83 1 

................................ Additional Statutory Reserve - 
Reserve for Commissions, Taxes and 

.............................................. Other Liabilities 463,560,925 
Total ........................................................... $2,558,928,393 

........................... Capital Stock $ 5,000.000 
................................ Paid in Surplus 227,306,484 

................... Unassigned Surplus 593,764.1 71 
Surplus to Policyholders ............................. 826.070.655 

Total Liabilities and Surplus .............................. %3.384.999.n48 

I. MICHAEL C. PETERS, president of SAFECO National Insurance Company, do hereby certify that the foregoing is a true, and correct 
statement of the Assets and Liabilities of said Corporation, as of December 31,2002, to the best of my knowledge and belief. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed the seal of said Corporation at Seattle, Washington, this 1st day of 
March, 2003. 

President 

O A registered trademark of SAFECO Corporation 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF ) ORDER GRANTING 
IDT AMERICA, CORP. FOR A CERTIFICATE ) CERTIFICATE OF 
OF AUTHORITY TO PROVIDE LOCAL ) AUTHORITY 
EXCHANGE SERVICES IN SOUTH DAKOTA ) TC03-168 

On August 25, 2003, the Public Utilities Commission (Commission) received an 
application for a certificate of authority from IDT America, Corp. (IDT). 

IDT proposes to offer facilities-based and resold local exchange 
telecommunications services in Qwest territories. A proposed tariff was filed by IDT. 

On August 28, 2003, the Commission electronically transmitted notice of the filing 
and the intervention deadline of September 12, 2003, to interested individuals and entities. 
No petitions to intervene or comments were filed and at its regularly scheduled January 
6, 2004, meeting, the Commission considered IDT's request for a certificate of authority. 
Commission Staff recommended granting a certificate of authority, subject to a continuous 
$25,000 surety bond, and subject to rural safeguards. Commission Staff further 
recommended a waiver of ARSD 20: 10:32:03(11). 

The Commission finds that it has jurisdiction over this matter pursuant to SDCL 
Chapter 49-31, specifically 49-31 -69 and ARSD 20: 10:32:03. The Commission finds that 
IDT has met the legal requirements established for the granting of a certificate of authority. 
IDT has, in accordance with SDCL 49-31 -71, demonstrated sufficient technical, financial 
and managerial capabilities to offer telecommunications services in South Dakota. 
Further, the Commission finds that there is good cause to waive subparagraph (1 1) of 
ARSD 20: 1 O:32:O3. 

The Commission approves IDT's application for a certificate of authority, subject to 
a continuous $25,000 surety bond, and subject to rural safeguards. The certificate of 
authority for IDT shall authorize it to offer local exchange services in South Dakota, except 
in those areas served by a rural telephone company. In the future, should IDT choose to 
provide local exchange services statewide, with respect to rural telephone companies, IDT 
will have to come before the Commission in another proceeding before being able to 
provide local service in that rural service area pursuant to 47 U.S.C. § 253(f) which allows 
the Commission to require a company that seeks to provide service in a rural service area 
to meet the requirements in 47 U.S.C. § 214(e)(l) for designation as an eligible 
telecommunications carrier. In addition, the granting of statewide certification will not 
affect the exemptions, suspensions, and modifications for rural telephone companies found 
in 47 U.S.C. § 251 (f). It is therefore 

ORDERED, that IDT's application for a certificate of authority to provide local 
exchange services is granted, subject to a continuous $25,000 surety bond; and it is 



FURTHER ORDERED, that IDT shall file informational copies of tariff changes with 
the Commission as the changes occur; and it is 

FURTHER ORDERED, that the Commission shall authorize IDT to offer its local 
exchange services in South Dakota, except in those areas served by a rural telephone 
company; and it is 

FURTHER ORDERED, that the Commission waives subparagraph (1 1) of ARSD 
20: 1 0:32:03. 

& Dated at Pierre, South Dakota, this f b day of January, 2004. 

11 CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
document has been served today upon all parties 
of record in this docket, as listed on the docket 
service list, by facsimile or by first class mail, in 
properly addressed envelopes, with charges 
prepaid thereon. 

a t e :  / ,I a10 J 

(OFFICIAL SEAL) 

BY ORDER OF THE COMMISSION: 

$xde~ GA Y A SON, Commissioner 






